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PROCEEDINGS 


——TETS7I Conep, to commlt stock Fraud. (Cel) 


115:77€e)Sale of unregis, stock. (Cts. 2-11) if ee 
115:77q,78ff Securities fraud, (Cts.12-2?) MERRIE NEE. 
; 118:1341 Mail fraud. (Cts, 23-33) PaereP 
18;1014 False loan application. (CL. 34) aE ++. 


~_ 118:3623 Perjury(Cts. 35836) 


~ 118:1001 False statements. (Cts. 37-42 Forty Two Counts) 
8-13-75 (Filed indictment. _ 


b-25-75  |Deft. Corr(atty. present) Pleads nat guilty. Nail fixed in the sum of 


wilty plea.Bail fixed in. 


ithe sum of 23.000, P.R.Bi. Bail limits €o include continental 0.4. .*dehsi 


‘hie is — Te. ee Oe en 


75 CRIM 803 E.W. 
USA_v. Cozr, et.al. ea 


LATE PROCEZDINGS 


3-25-75 | R, Drayer(otty, present) Pleads not fatley. Bail $5,000. P. R, Fi Bail 

limits to include continental U.S.-Mr. Sorkin to be informed. of detts- 

| whereabouts. Deft. ordered = See and fingerprinted. 
B._Drayer(atty. present) Pleads not guilty. Bail $10,000. P.R.B, Batl 
limits continental U.S., Mr. Sorkin to be informed of whereabouts. 
De{t, ordered photographed and fingerprinted. ae 

Deft. Chajcr(atty. present) Pleads not puilty. Bail $10,000. P.R.B, 
Ordered photgraphed and fingerprinted. : 

_Kern(atty. present) Pleads not pvuilty. Bail $10,000. P.R.B. Defc. 
ordered photographed and fingerprinted. bot poll's 
Deft. Murphy(atty. present) Pleads not guilty. Bail $10,000. P.R,B. 
Ordered photographed and fingerprinted. 

_Deft. Sobel (att present) Pleads not guilty. Bail $10, 000. P.R.B. 
Ball Imits incl = ie entire U.S. ies je he eh a Sorkin, AUSA, 

_of whereabouts. “Deft, orderdd photographed and fing» rprinted. 

All deftsa. given 45 days for inaotions. All defts. to surrrender 

, Passports to AUSA Mr. Sorkin, Case assigned to Judge Wein! id for all 

, purposes. Owen, J, 


08-25-75 | ALAN KERN- Filed unsecured P.R.P. = $10,000. - CLERK 

08-25-75 | RICHARD SOBEL- Piled uosecured P.R.2. - $10,000. - CLERK 

08-25-75 ~ BARRY DRAYER- Filed unsecured P.R.B. - $10,000, CLERK 

08-25-75 | BARRY CHAJET- Filed unsecured P.R.B, -$10,000, CLERK 

08-25-75 | ROGER DRAYER- Filed unsecured P.R.B. - $5,000, - CLERK 

08-25-75 JAMES E. CORR, III- Filed unsecured P.R.B. ~ $75,000, <-- CLERK 

08-28-75 Kern- Filed notice of appearance 

08-28-75 | Barry Drayer- Filed notice of appearance 

08-28-75 | Roger Drayer- File. »otice of appearance ; ; see appearance sheet for 
Attorneys of cecord 

08-28-75 | Chajet- Filed notice of appearance 


} 
0828-75" Corr= Filed notice of sppearati-e 


-02-75 | CHAJET--(deft. md atty. Michael Richman, present)--deft. wteharave ot of 
_|. not guilty and leads | guilty to ct. 1. PSI ordered. Sent. ad . 
| Friday,Oct. 10,1975 at 10am in Rm.128. Bail contd. as previous! 
“in theam . of $10,000 PRB. Cts. 12 thru 33 remain open. Wein feld,J, 
‘of not guilty and pleads GUILTY to ct. 1. PST ordered. Sent. to 


Friday, Oct. 10,1975 at 10am in Rm.128. Bail contd. as previou e 
fixed in the amt. of $10,000 PRB, Cts. 12 thru 33 remain open. Welakeye, 


02-75 | CHAJET--deft, and atty. Michael Rehman, present--Deft. withdraws | ae 


ALL DEFTS.--Case called.All defts, given to Oct. 7,1975 to make inte 
| Defts. & their atten to appear this date in Rm.128 at 2:15pm. “We tnfe] 


ee ee ee oe 


3a 
Hae dade noha’ gd 


PAGE -3- Po v ate 
sos Se eee ee er rire eet | 


paTE } PROCEEDINGS 


(09-26-73 WILLIAM MURPHY--Filed defts. affdc. and notice of motion eranting 
 / ___ severance aod 4 ie Ran bneinannnetetnacpe mecomentaahnemnemen 
. i eee a ee ss! 


99 -26- 73) W WILLIAM MURPHY--Filed defts,. memorandum of dav in support of of above 
Sean A _ Motion, 


09-29- 1S BARRY DRAYER--Filed defts. affdt. and | notice of motion to dismiss _ 
. _Andictment,cte. as indicated. ret. or: Oct. 7,1975 at 2: 15pm in 
_ Rm, 128. = 


09-29-75! JAMES CORR--Filed defts, memornaudum in support of motion to — 
|. dismiss certain cts. of indictment and for severance. 
09-29-75] JAMES CORR: Filed cefts. affdt. amd notice of motion for particulars and 
cot for discovery,ret. on: Oct. 7,1975 at 2:15pm in km.128. 
P Eee E OE oe aE 
9-29-75) JAMES CORR-- Filed defts. affdt. and notice of motion for dismiaall me 


_ | of indictment and for severance,ret. oa: Oct. 7,1975 at 2:15pm in 
Rm. 128. 


10-27-73 |R. BRUCE BUSCIBAUN--Filed deFts. affdt. and ne“ice of motton for a 
is ae severaiuce Frow other defts. and for a noai-jucy trfal,cte Sa ts 
mi Pet. on: Oct. 7, 1975. ee i 5 


9-30-75 a DRAYER3-- Filed defts. memorandum in support of defts. motion to— 
ey dismiss indictnent. Pe iat 


9-30-75 | SOBEL-- (deft. and arty. thomas O'Brien, present)--deft. withdraws previou: 
ia plea of not guilty and enters plea of GUILTY to ct. 14 only. PST7~ 
orderej, Sent. adj. to Friday,Nov. 7,1975 at I0am in Rm.506.- Bail” 
contd. as previously fixed at $10,000 PRP. Bail 1f mits to 
include contineutal U.S. provided Mr. 


bs whereabouts. neita: passport to ai with AUSA. Cts. Peet Pe 
13, 15 thre 33 cemain open. weinteld, Ree Rey 


—_——— 4 - 


JAMES CORK, L1i--Siled defts. afidc. of Michael Lesch in o position 
to prosecution's motion for an Uct. or Nov. 1975,trhl date. ~~ 
-BUSCHBEAUM#="Dcfts. motion for Eger and a eparate trial and ao 
non-jury trial or stipulated faces : Bragee frial date for ALL™ 
3 


OUVRER DEFT ae set for Muesdav,. tiec. 1975 at {0am in Rm. 5187 The 
court disui: Ste. 35 thru 42 of its oun motion é -infeTd, J. 


< 


ga dy wii ie tA , i Pane 


"| ROGER DRAYER--Filed ‘Selte: memoriam of Taw. 
Filed goves.. memornaudm of lew. 
riled govts. affdt. in oppostf{onby Ira Sorkin to defts. Corr, B. Drayer 
and Mor hy aati 
Filed govts. matet ‘of particulars and inotton for “discovery-and inepection. 


| on) 


RN-- (defe,_ not present; atty. Mark Landsman is pres gent) = deft. zee withd 
Tee of not guilty and Sry GUILTY to ct. I. PSI ordered. 

_ Sent. adj. to Friday, Nov. 7,1975 at 10 am in Rm.506.. Bait contd, 
as Meda fixed at ‘$10,000 PRE. . Cts. 10 thru- 33 Femain n open. 

_ We in eld J ri ae See ee 


cert@in cts. of indictment---Motion for severande and | dismissal of 
certain cts. is denied, — -WeinkeTa, 5. a ae 


hO-14=75) CORR--Filed memo end. on defts, motion dated ‘Sept. — “to dismiss 


+ 
p-14-75 | | ms ovts. affdt. 


17 
m-14-75 | ’ by Nov~ 
i Telat date is” ‘set for Dae. '5,1975- __50 or 50 ordered, 
3 ~a oie feld,J. se Screens! 


y=14-75 | omnia ae ine Mo end, on defts. 
2 F Dill of ps particulars 


cao cy “Records “Motion for ~— 
r pa » Weinfeld, Jat 


HL 


WILLIAM MORPHY==F 1 led inénd end. on defts. morten datec Sept>-26;1975— 
for séveranca aud a separate trtal--Morton ts dented. ‘So-ordered, 
Wethfeld, Fi ~—-— ————-—- 


BUSCHBAUM--Filed meme end, on detts, motian dated 10/2/75. for r_non-jury 
trial---Defts.motion for severance and a separate _ non- jury t_ rial is 
GRANTED and adj. sine die. Defts. motion for an order for psychlacrie 
_exgamination is granted, So ordered, Weinfeld, iy _ mn, — 


73-4 
= 
7 

| 
a 


_DRAYER--Filed defts, affdt, and notice of motion for severance,ret. oni 
Octet. 7,1975 Beer 


--DRAYER--Filed memo end. on above nec ion--Motion is denied. So ordered, 
Weinfetd,J. m/n ak BR 


105} BUSCHBAUM--Filed order --URDEREU that vr. earilbeimeiii: >MD- a- ennkhSbedancc: 
psychiatrist be employed to examine said deft>-on-Oet.-26,1975-——- 
at 10:30am af said doctor's office to determine -defts: —mentel-eenditto 
ORDERLD that the doctor prepare a written ieport and it—be-submitted:.t 
Judge Weinfled by Oct. 31,1975 and OXDERED that the US -Atty 'c—office’: 
“pay a reasonable fee for said services of brs “Abrehansen- Weinfeld,J 


) 
- t m/n - _ een 
as "SCHBAUH--(atty.J, Stone and deft, present)---Deft. withdraws plea of ~ 
__ 1 mot guilty and enters plea of goth sy to «t.1 of indictment. PSI order: 
_ Sentence adj, to Friday 1,975 at 10am in Rm.518. Bail ‘contd, 
as previous] y fixed at $5, 000 PRB. Cts. jee remain open. 
Wenfeld, J Waa 


et tgmacnpt of record of (ro -eedinds, Gated eet 2, i. <rmenacnammnes rs 


_Govts. motion to pore this dm indictment” sy 75-CR-1059-for-trtat- ts- 
_ granted. (see. docket entrés on 75 CR 1059). oe 
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110 RevKSM Docket Continuation 


Date Order or 
~K PROCEEDINGS Judgment Notew 


. | Filed for deft. CORR, affdt. and notice of motion for dismissal 
"| of cts. 2 through 8 and ct. 10 in 75 CR 1059 indictment,etc, 

~ -T ret. on: Nov. 25,1975 at 2:15pm in Rm.518. (see 75 CR 1059) 

| vase Beinn, 

} 


Se == == == ss 


4-75) CORR--Filed defts. inemorandum of Law in Support Of above motion. | 
- | (see 75 CR 1059) a ea ‘ a ee. _| 


28-7 JAMES E, CORR, III- Filed memoe endorsed-on-deft's wotton fited 11=26-% Saas 


~~~ Defendants motion to dismiss certain counts is pranted as to count 
3 and 5 and is denied as to all other counts. ~- so arderea. Ss 


| Wetnteld, J.” an. Tléd In 

75 |Filed transcript dated Oct. 7,1975. be = ae 
(T=75,. STERLING GRACE & CO.INC.(not a party to this action)--filed ne Ss 
ae | artie's affdt. of Thomas Espositio in opposition to deft. ‘pears 
~_| @AMES CORR, III motion to hold said party tn comtempt,etc. (ates 
see 75 CR 1059) Sats i AEE, 20% 


ek PERE Ng 
-75 |CORR--Filed defts. affdt. and OSC--ORDERED that Sterling Grace 3 eae 
Ge. ,Inc. show cause on Dec. 11,1975 at 5pm why an order should not {| ~ 

ssued hold Sterling Grace In contempt,etc. ;ORDERED that personat —— 


__| be is 
| service be made by Dec. 10,1975 by Spm. Weinfeld,J.(also see 
ie 75 TC 1OSP 


2-75| CORR--Filed memo end. on OSC(above)--Motion disposed of as indiated/| ~ 
___| upon the record. Weinfeld,J. m/n(alse see 75 CR 1059)" sf 


T _— 


75 | R. SOBEL--Filed transcript of record of porceedings dated Sept. 
t30,1975. , rie dade Tooceeeme 
i) See enanea Memcrmes ewe E 
6 |R.B, BUSCHBAUM--Filed transcript of record of proceedings dated __ 
Te Oct. 21,1975. 7 aidan 


-75 | JAMES CORR _ —— 
ROGER DRAYER : | 
BARRY DRAYER-~- Jury trial begun beforeWeinfeld,J. and etso on 


—___| 75 CR 1059 as to Corr only. 
yet CORE. oRAER & B. DRAYER- - jury trial contd. 


= SS ==> -- = z 5 
DATE | PROCEKDINGR Date rts ct 
‘ 


Judgicuue pp 
>: i= _,CORR ,R, DRAYER |B, , DRAYER- - Jury trial contd. --Ct. withdraws cts, 


"--Jury returns verdict as to defts. 

|CORR & R. DRAYER-- finds both defts. gary on ALL CTS. Jury esntnu 
jcontinues delfberat tons as to deft. R. Date of sentence is | 
~ fgriday March % panes at 2pm in Rm. 598 --bail conditions--— oa 

[$75, 000 PRB contd. unr il Monday, Jan. 19, 1976 at ilam at which tise 1 
‘deft. to post o55. 160 cash or surety bond. 

[cash or surety,delt. is to surrender to U.S, Marshal Rm. 

“ DRAYER--bail’ coud itions--$5,000 PRB antd. until Starrs at 
lam at which time deft. to post $1,500 cash or surety bond. Paélure '~ ~~~ 


_.£0_post said hond or cash,deft. to surrender to _US Marshal, Rm. 506. 
)Weinfeld,J. ~~~ -—— 


— o emeeres © ee oe ee Speen ~ 


15-76 {Trial contd. and contuded. Jury cannot reach 4 decision as _to dere yj ~—— 
= LB. DRAYER. Court declares a MISTRIAL. we Infeld. es iret 


Se ee ae 


15-76 16 CORRS. resent)--beil application made and is granted. Sail —+——,-| 
reduced to §50. 000 cash or surety to be poms by 922776. at llem. Falivre | 


_jte post $50,000 cash or surety by 1/22/76 ar en defe. 1 is to surre a. ‘25g 
[to US Margal in Rm. 500. Weinfeld,J. ¢3 


— naar | 


os 


| — - — 
16-76 |R, DRAYER--beail application made and is “granted: Deft's. time to ee: 
_.. [post bail is ext. from 1/19/76 to 1/22/76 at_itam. — weinfeld, J. Pore 


= —_—-—— 


2t*76°R: DRAYER- Deft. present (Atty, David Murph: appears) - Detfts appl. ~—— 
ito oxzent bail Limits to the 5.£. °S is granted, upon condition thse 


_the notify his attorney and supply an tat eray to the US Attorney —“t——— 
before Leaving. -- Weinfeld, 35. 5, ees: 


isk Filed defendint Torr‘’s ‘request te 


ee = ee 


charge. 


“19-76 Filed defendant Ro Drayer's equect to Chargi: 


fe! 


-19-76 Ro Drayer- Filed defcts request far fury Instructions. 


‘ 


21=76' Corr- Filed defts affdvt: and Order -o shox cause «hy an order 


“Biould not Be mate ext. tine witht. which-a motton tor 2 rer 
= 7 trial may te mede. = Wetefetc; zs. PRE ed 


27-76 Corr=—— Filed memo endorsed on ahove- OSC: Motion -disprsec as cal G2 
; Sytpulation on ‘record: =- Wetntetd, s. Bi be “20-767 afr sae 


ee Sane nem 


a in tke sun a oF $1, , 500. OO sesh — 
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PROCEEDINGS ~ | Bate order or 
—“CORR--Filed defts. affdt. and notice of motion for new trifat,ete, | ae 
ret. on: Feb. 24,1976 at-2:15pm in Rm. 706. (atso see 75 CR 1059} --} 


-—+ 
| 


CORR--Fited défts. memorandum of taw tn Support of above motton. 
CORR-Filed transcript of record of proceedings dated Jar.7,8, »9, 1976. 


TCARK 

R, DRAYERK 

iB. DRAYER- Filed tra erip record of proceedings lated 
Le, ) ae es 


AYER - =f i1 rans ipt P record of procee dings dated: 
I } ~ 
Dec .9 


|B. DRAYER “eFiled transer{pt of record of proceedings dated: 
» 
BEC 42.1, 


[BSDRAYER=: é ranscript of ‘d of proceedings dated: 


iec 


~ [CORR 
_____|R.DRAYER _ 
TB. DKAYER--Filed trenserip™ « record oF proreediugs dated Dec.5,1975. 
poems ET c : 


t 


7 ‘Sosa transcript of “ero f p-oceedinss dated Jan.20, 1976. 


cma | ye Lev _trans [pt of 1 c of proceedings gated Dec.17, 
Tada : reer rs 


r76-tCORR 
TB. DRAYER SOREIE FE 
“TR. ~DRAYER--Filed transcript of reco: |} of proceedings dated eed. ae 
1976. 
|J. CORR--Filed govts. memorandum of law In opposition to defts. mott 
‘|For new trial. {also see 75 CR 1059), oon 


= = —-- +--—— ee te 


5-76] J. CORR--Filed memo end. on defts.CORR motion dated Feb.4,1976 for | ~~~ 
“new trial--Motion is denied. -~ WeIAFeles Ts m/i eee ee eae 


: ee 


= SSS a: 


Date Order 

| | Judgment N 

“76-76~|—B._BUSCHBAUM: -Filed CJA copy #2 app authorizing paynent-to——---—— -—— 

(Dr. David Abrahamsen of 1035° 5th Ave. NYC 10028 for expert services”? ~ -——— 
| in the amt. of $750.00. Orig. mailed to AO ,Wash.,DC for peyeent. 


DATE. | PROCFEDINGS 


2-24-76) B. BUSCHBAUM--Filad CH eSORY #5 authorizing payment to Dr. Abrahanis ni 
For expert services. W infeld,J. 


p-O5-76 JAMES CORR, III--Filed JUDGMENT # 7 gOS (atty. Michaet Lesch,-~} 
present)-- the deft. ts héreby conm¥cted to the custody of the Attry7 
General oc his authorized representative for {mprisonment for a perto¢-of- 
[TWO AND ONE HALF(?';) YEARS on each ofcts: 1 thru 9; and Il & 23,24, 28-and- 

“127 thru 33 €o rw oncumently with each sther; and Two YEARS(2) -——} 
jon e@ahe ofcts. 17 thru 17;19 thru 22 and et. th Ful CONCUETeNnt wirh eact 
other and concurreétly wth sentence imposed on ¢ts. 1 thra-o @-tt--t er 

_ (& 23,24,25 and 27 thru 33: Deft. ts FINED $10,000 6n et: 11> ~Detr.] 

“Tis te stand comattte* untt?l the fine te paid or Ske he ts otherwtse + — 

_ (discharged eccording to lew. Deft. continued on batl penting appeatton —F 
fcon@ition that all orders and directions of the Court of Appéatrs nee} ts——| 


— - -—~——}— ~ 


[complfed with for a prompt disposition of the appeal. “This sentence ts — 
[to run Sontivrentiv with sentence ‘mposéd this date on @nétccment —---—— 
i#75 CR 1059. Weinfelc,2. (coptes issuvd 3/10/76). 

+ - 


(JAMES CORR, I{I=-Fited Gefts. Hetee-of appéat to tthe vUsca from RE: Sst 
> —— 


[Tudganet of 3/5/75 and feo the sréer of 2725776 denying defts: mor 
“for néw trial. (copies mailéd to AUSA and to deft. c/o Spacemaker— 
[Sales ,1,c., 2430 JOE AVE, N5Et, Sr, pé Cersburg, Fla. 33713 a ea 
ROBER DRAYER--Filed JUDGMENT (att y. Daniel Murphy, presént)--the deafr: 
| hereby committed tc the custody of theAtty. General or his autho , 
| representative for fimprisonment for a period of TWO(2) YEARS, purs “tr 
Section 3651 of Title 18,USC,;as amended with provision deft. te -->---~ 
confined in a jail type institution fare period Of FOUR $~ 
as provided in the aforesiad section nn ct, t,21,22 & 29,30.31,32; = 
| €0 run concirrently with Gach other. Exécution oftherematnder of ~+—— — 
| the sentence is suspended. Deft, ts placed 6n probatton for a-—— 
| period of TWO(72) YEARS ,subject Co the standing probation order of -— 
| this court. Deft. is te Surrender fo the U.S. Marshal on Fritay, ~——~ 
| March 12,1976 at 10:30cm im Ru.506 absent any application to stay— — 
| SUrrender pending appeal. Weh feld,J. (copies issued 3=10-76)-— > 


5-05-76] RICHARD SOBEL~-FILED JUDGMENT {atty. Thowas-. 
| {8 heréby committed to the custody 

authorized representative for or a period of TWO(2)— 

13,USC as amended wih ~——— 


“OF TWO(2) YEARS” subjett to the stramting— 
| court.” Cts. 1,12,13, 15 theu-33 -tnetu 
TT dismissed on motton oF defts. “counsel with ete conse . 
| Deft. is to strrender to the us 
Ta 10:30am in RM. SOG. 110776) ——— 


75 CR 93 USA VS COKR ET AL 
CR 
110 Rev et Docket Coatipuation 


\TE : PROCEEDINGS 


oe ee pai 


-95-76 ALLAN KERN--5 tiled JUDGMENT (atty. Mark Landaman,present)-- the deft. is 
[hereby camnitted to the custody € the Atty..Ceneral or. his auttor ized 
|represeotative for fuprisonment for a_periodct TWO(2)} YEARS pursuant) 
To Section 3451 of Title 18,USc as amended with prabision deft..be “a 
_jconfined tu 2 jafl type institution for a _periad of THREE(3)-MONTHS_ 
tag provided in the afuiesaid section on ct.1. execution of the... 
{remainder of the sentence fs suspended. Deft. is placed on prohation far 
Th period of iwO(2) YEARS subject to_the sanding probation order ef..t.. 
this court, Cts, 1 0 thru 32 are dismissed on morion f& defts~..cansell 
with the congert of the govt. weft. to urrender to the US Marshal ,- 
_ on Friday,March L974 10:30c0 i. Rm.506.  Weinfeld,J.—______++ 
___| (copies issyeds 3 ‘ 


oie ee — ~ . + oo 
'R, BRUCE BUSCHBAUM--E LLED JUDGMENI (atty.Joseph Stone,present)--.—__} 
i to the custody of the Atty. General or {| ——_- 
for imprisonment for a period of TwO(2), 
fitle 18,USC as amended with —__.. 
____provision deft. be confined i: jail type institution for a_period of 
: ix(6) cionths asprovided in theaforesaid secrion in ct. .1._Exeation 
_ _gf the remainder of the sentence is suspended. Deft._is placed_on—}_---___-- 
——+Prebation for 2 period of @J0(2) YEARS subject to the standing NER TASS Eo 
_iprobation order of this court. -Cts.12 thru 33 are dismissed on motion —_.._— 
lof defts, counsel with the consent of the govt. Deft. to surrender | 
-— to _the US Mazshal on Friday,March 17,1976 at 10:30am in Rm. 506. 
waa {Weinfeld,J. (copies issued 3-10-74). 


5-76 |BARRY CHAJET--FILED JUDCMENT(atty. 

% lis hereby comnitted te the custody of theActy. 

___-_\representative for imprisonment for a periad of TWO(2) YEARS, pursuant 

~—Tto section 365] of Tirle 18,USC as amended with provision deft. be | 

—~ Teonfined ina teil type instintion fora period of FOUR(4) MONTHS as + 
~~ {provided inthe aforesaid section on ct. 1. Execution oS ee SMR e 7 
-remainger of the sentence is cuspencde’. Deft. is placed on probat A 
_\period of TWO(2) YEARS subject fo the standing probation order of t a 
__jcourt, —Cr3. 12 thru 33 are dismissed oan astion of defts. counsel wifth—-—-~ 

ithe consent of the govt. b to currendar to the -US—Marshal on——} wince 


eft = 
[Es F 1 taste 12,1976 ac 10:30am in Ru.596. Wein<leld,J. (copies issued{—-—-—-~ 


reer Sees 


Z=76 | — 
| of sentence with memo end. Wier iba. 
~~“Wenied. The Court,however, 

——~jaccordingly that deft be ass ; 
Work release. 7 Stas : 
tof Marci Q toro . 
the custody wf-the A 


| 


"Gere ra 
— “TWOtS ~ :. : . 
———T provision 
ox of the xemainder fo the 66 
| for a pe\ iod of TWO(Z) YEA 


Date Ordes 
Judgmens x 


to the US Maxgshal of Fe 
The court r 
© the Communi Treatment Cen 
Winfeld,J.(@apies issued 5-76) 


~11-76) Filed govts. Sentencing memroandum. 
~11-76 BARRY CHAJi’--FILED AMENDED JUDGMEN!--- judgment of M 197 | 
is amended as iv] lows: the deft. is hereby coumitted 
of the Atty. General ox his authorized representative fo Bonme! 
fOr a period ot lWu(2) YEARS pursuant to J651 of Title ‘ 
amended with provision deft. be confined in a : : 
fOr a period of FOUK(4) MONTHS as Provided Inthe { 
———,¢t-.1. Execution of the remahder of the sentence Is 
_..placed on probation for a period of twu(2) YKS, = 
-____$tanding probation order of this court. Deft. arsha 
90 Friday,March [27,1976 at L0:39am in Rin. 506, 
{that the deit. be aosipned to 
€ 


the a ee | 
jretease,  Weiteld, J. (cop! 6 


*S_issued 3-15-76) he” ibetaL vee. (F 
| ROGER DRAYER-=Fiiew CJA copy #2 appointing Daniel ee 
| 233 Bdwy, NYC LU0C7(CIA) as defts. atty. Memo is attached-fiom Judge | -> 
Weinfeld stating that the said ame. asked for by the atty. is beingt--- 


_[ Feduced fiom $6,750,77 to $7. 50U- Weinkld,j. (orig: to be mailed, hut ~~ 
| 48 Of now, tt is still Within the clerk's mia ae eee ¢: 


oe. = b eae 


ss ES cee 


appeal to the USGA from the 
led to AUSA and to deft. at 


| judgwent of March 


| ROCER DRAYER--Filed de ts. notice oF 
1 . : 

( itd 
142 West End Ave, 


es 
{ 


17-76 | JAMES CORR, [fi--Piiec cep ent order--ORDERED that the bail limits 

are extended to allow deft. tc make the tcllowing trips within —~ 
_____ Four weeks from the late of this order- Michigan, 
etc. as indicated. We fine li 


es qa lL Sk 


| 
+ 
{ 


al 


22-76 |RICHAXD SOBEL--: Lied deits. it ie2 of siotion for ‘ 
_.____ ¥eduction of Sentence ,ret.on: March °3.14 “te 


- — aa oe: Reem 
5-76 | RICHARD SOBE:.--Fileg goves, :ceFts. motion tar 
_Feducticn of sentence 


3-76 | RICHARD SOBui--File. wemo end, on defts. motion dated 3/22776 £55 
; | reduction of centance---Motion is 


a Jenled for reduction of sentence; [ —~~7" 
ig is pranced only to the extent that che court will make «6 reconnendatiag. 5 
As set forth in the amended judgaent siened this day. d,s. ae 


lla . 
USA VS CORK CT A EINFELD, J ” 


U0 Rev. Civt! Docket Coatis ustion 
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| 
35-76 PICHARD SOBEL--Filed AMENDED JUDCMENT--the judgment Of Marci | ~ 


5,1776 is amended as follows---the deft. is thereby committed tothe | 
lcustody of the Atty. Seneral or his atthorized representative for 
aprisontent [for a peitod of TWO(2) YEARS pursuant to section 3651 of 
[Title 18,USC as auended with provision dcft.-be contined tn-a-fail type 
finstitutuion Tor a pertod of THREE(3) MONTHS-as- provided in the aforessi' 
jsection on ct. 14. Execution of the rematnder of the sentence ts 
lsuspended. Deft. is placed on prbation for a peril of TWOC2) YEARS 
lsubject to the standing probation order of thts court. fhe court 
lrecommends that the deft. be assigned to the Community Treatment —. 
|for work release, Weinield, J. {coptes tssued 3-25-76) 


'°.74 ~ ALLAN -KERN--Filed govts. aifct. o. [ra Sorkin re-=in response to 
defts. motion for réGuctisi of stiutence. 


P 76 | A, RERN--Filed defts. affect y and notice of mca ton to reduce —— 
~ | sent with memo end.---Maétion for reduction of sentenceis denied} 

otion is granted only to Che extent taht the covrt wttt-make a 
recommendation °f :et forth in the anended judgment signed ttis-day-+ 
einfeld J. n/a ; -—- 


=8- ALLAN KERN--iiled SMIENDED JUDG ENT -- judgment of March 5 » 1976 is amended — 
as follows:--the deft. is hereby comsuitted to the cus tody ot tae Atty. CT 
General or his aut! horized r epresentctive for imprisonment for 4 per oa 
“lof TWO(2) YEARS pursuant to section 3651 of Title 18,USC as amended oe 
__ Withxpouexsienx provision deft. be confined ina jail type institution ~~~ 
— for a period of Ti ‘REE (3) MONTHS as provided in the aforesaid section on ~~~ 
—_ jet. 1. Execution of the remainder of oo centence is suspended. Bert. pes 
is placed on pro Rarion for a period or TWO(2) YEARS subject to the ~ 7- i 
_lstanding probatic mn order of this court. The Coirt recommmends that the ~~ 
eft. be ,assigned to the Community Tr atment Center for work celease. | mee 
a . (copies issued 3-19-76) | 


“JAMES ~ CORK, LLi--Filed consent order that the bail limits are extended 
a Sete so that cert. may make trips fom Florida to Wasn.,DCcr 

etc as indicatd. _ weamelJd,J. os 
| eek Fiowoaagt OL preha deny Malem 2°93 ~ ZG 


a 
é 
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5 araaw wennd--Pited commitment and entered return Deft .dclivered to: 
jitanden,- Mets. Corr. Ctr. on 3/12/76. Boast | 


- pe ee 


6 | BARRY CHAJET--Filed commitacnt ma andentered return. Neft. sh ie oe 
oe arden, Metr, Corr. Ctr, on 3/12/76. +3 J a Be — 


RD SOBEL--Filed yamnitment and enterd return. Nett. get tvered tp-———— 
ioestamnaenaabla Corr. Ctr. on 3/12/76. fp 


“BRUSCHBAUM--Filed commitment “and — entered return. Neft. de ltverett tor a 
Warden,Met, Vorr, Ctr. on 3/15/76. oe 


‘A J CORRILTI--Filed notice that the suppremancat record on appea at 
been certified and transmitted to the USCA thts date. — 


=O Ea eae 


Dat Ore) 
Jud g...eut 


PROCKFDINGR 

-76 ~Tiled notice tat the original record on appeal has abeen 
certified md transmitted w the USCA this date as to deft. i 
JAMES CORR,ILT. 


—- + - } 


+ 


30-76 | Ris. BUSCHANIM-- Lied CJA copy F ? appeintings Joseph Stone CF | 
277 Bewy,NYc M07 as defts. atty. Orig. mailed to AO,Wash.,DC 7 7) 
__| for paynen 
79-76 | RK... BUSCHLAL, 1 . copy ¢ 5 appointing Joseph Stune as 


: defts. «tty. 


{ proceedings dated Oct. 14,1975, 
aie lial 5 , ; : i 
79 R. DRAYER--Filed ave Lic i supplemental récord on appe * lia’ 
+ - + - ae ao - . 7 - — — 
been certified «i wsaitted ¢ he USCA this daté. t 
| 


-76 |ALLAN KERN--Fite¢ con nt ¢ entered return. Deft. delivered tort” 


; —— 4% = 
warden Met. Cort 


15-76! Filed GJjJa foc ) icnorizcing yment for Daniel Murphy as 
ae oars Tet - pO 8 Weiniela.z- ( ROGER DRAYER DEFT) ~~ 
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ATTORNEYS OF RECORD 75 CR 603 E.W. 
sue eceees seeererese USA v. Corr, et.al, 


% 603 E.W. 


>, 120 Rev. Civil Docket Continustice 


pene _ = Se SSS SS ESS SS ee 
DATE PROCFEDINGS ames 
m-20-75 | James Corr: Shea Gowld Climenko Kramer & Case by Michesl Lesch 


3M Mad. Ave., RYC 
Roger Drayer Daniel H, Murphy 
233 Broadway, MYC 10007 964-7702 


| Barry Chajet Michael A. Richman 
23% Park Ave., NYC 532-2211 


Barry Drayer Malcolm H. Bell, 240 Foroton Ave. 
Darien,Ct. 06820 (203) 655-9390 
| Alen Kern Kleinman & Landsman 
66 Court &t. 
Ji (eRe Brooklyn, N.Y. 11201 875-9440 
Pp —"* | William Murphy Joseph Marcheéso t ~~ 
| 1251 Ave. of the Americas (ae : 
T Tyc 10020 246-7800 


BARRY DRAYER Maleelm Beli 
a 40 Noroton Ave. ; as 
j l Darien, Ct. 06820 ! in4¢ 
Jee 203-655-9190 ea tT 


BRUCE BUSCIIDAUG Joteph L. Stone 


l4a 
evs uw CORK, JAMeS E.,III 


District }O 
NE SECTIUN OFFENSES 

Se Ol 
—___._.. False st..tementa, — 


at LJ 108 l, 
a i Surety 


pete yy Orne 


> ee ere wore ne eee oe Ts , ; Ot Beil Not 
Attorney or Asst : Detense — CJA hte waived wit Nae . Other. PO oo, wd Id Pe 
gs | ira Lee Sorkin, AUSA michael lesch CO aot Stores! tae 
\ (212) 791-1983 330 Madison Ave,NYC MU-1-3200 Creneed yess 
(See Docket) 
— AARESY RE inoictwent BB anmacwwin BR aa = a 
‘ 7 gereimetins: Mu | mat : . ' ; 


INITIAL OUTCOME 
APPEARANCE . 
ts 
PRELIMINARY iy Olermised iJ Exonere 
EXAMINATION Ly Held for BOND wy TO Trem 
OR REMOVAL eas Distriet GJ Drstrict 
HEARING 
Lu Meld to Answer to U. §. District Court 
= a tw Waived Q intervening 
| ous Not Waived Indretrment 


COMPLAINT 


, OFFENSE 
{In Compieint) 


@ Show lest names and suffix numbers of other defendants on same indictment/intormation 


DATE _—__ PROCEEDINGS 


11-6-7£ |Filed Indictment. Referred to Judge Weinfeld as a related 
and >-upercediny indictment to 75 Cr. 803-EW. WEINFELD, 
11-21-76| Deft. (and atty. Michael Lesch,present)--enters plea of not 
guilty to indictment. Bail contd. $75,000 PRB secured by $1) j000 
negotiabel stocks which was previously fixed bn indictmetn 
75 CR 803 by Magistrate. Bail limits to include continenta 
» |U.&.. Govts. motion to join this indictment with 75 CR 803 
|for tttal iu granted. Weinfeld,J. 


11-24-75) Filed defts. and affdt. and notice of motion for dismissal 


of cts. 1 thru 8 & ct. 10 of this indictment ,etc,ret. on: 
Nv. 25,1975 in Rm.518 at 2:15pm. (filed in 75 CR 803) 


11-24-75) Filed def.:. memorandum of law in supert of above motion. 


11-25-75 $3 Led oto Aton t dismiss certain counts is granted as 
to counts 3 and 5 and is denied as to all other counts. - 
$11-28-75| Pope ag ! 

memo endorsed on defts. motion filed on 11-24-75: 
Defts motion to dismiss certain counts is granted as to ctq. 


3 and 5 and is denied as to all other counts. So ordered. 
Weinfeld, J. m.n. 


| 


DATE | 1V. PROCEEDINGS (continued an ee pangs 
-11-75 | Filed affdt, of Thomas R. Esposito who represents a part 
| by the name of Sterling Grace & Co.,Inc, who ig not 4 party 
| of this action in opposition to deft. CORR's motion to hold 
| said party in contempt. (filed in 75 CR 803) 
|Filed defts. affdt. and OSC--ORDERED that Sterling | 
‘Crace and Co,,Inc. show eause on Dec. 11,1975 why ani order should hot 
‘e tisued to hold Sterling Grace in contempt,etc. ;ORDERED thet persona! 
service be made by Dec. 18,1975 by Spm. Winfeld,J. (filed in 75 €R 803) 
Filed memo end. on OSC(above)--Mrion - o's of as indcated upo Br 


|The record, Weinfeld,J, m/n(filed in 75CR 803) 
| Jury trial begun before Weinfeld,J.(also in 25 CR 80 ) 


| 
" 


| 
| 


,et.withdraws cts. 18,20 & 26 in 75 @ 03) 


| | 
Jury trial contd, and concluded. Jury verdict of GUILTY on all ct ° 
|Date of sentence is Friday, March 5,1976 at 2pm in Rm.2703. Bai 
| donditdons $75,000 PRB contd. until Monday,Jan. 19,1 ee Lien he 
which time deft. to post $75,000 cash or surety bond ailure t st 
| $75,000 cash or suretygdeft, to surrender tu US MarsYal Rm.506. | Wein‘. 


1-15-76 | Deft. and atty. procene. Bail application made and is granted. 1 
| reduced to $50,000 cash or surety to be posted by 1/22/76 at lan. 
° tu 
1 
| 


Failure to post $50,000 cash or surety by 1/22/76 dt Ulam, def 
surrender to US Marshal in Rm.506. Weinfeld,J 
Dl-21-75 |Filed appearance bond in tne sum of $50,000, pending appeal. M 
Insurance Co, *| 
1-19-76 | Filed defts, request ~- charge (filed in 75 CR 803 ) 
01-21-76 | Filed defts affdvt, and OSC for ext, to move for a nbw trii - 
Weinfeld, J, (filed in 75 CR 803) 
01-27-76 | Filed memo endorsed on above OSC: Motion disposed o as per 
stipulation on the record, - Weinfeld, J. 


2-04-76 | Filed defts. aff2:.. 


and notice of motion ofmew triallet »ret.on} 
~ Feb. 24,1976 at 2:15pm in Rm.706 (filed in 75 CR 80B) 
02-04-76 | Filed defts. memorandum of law in support of above otion. 


- ur 
i ] ay 
interve: | Ajegoem f° 
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7-17-76 “Fite Eran rtp 
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MNITED STATES DISTRICT COURT } 
SOUTHERN DISTRICT OF NEW YORK 5 Cally 8 3 
x 


UNITED STATES OF AMERICA 
-v- : INDICTMENT 
JasES E. CORR, III, : 75 Cr. 
R. BRUCE BUSCHBAUM, 
ROGER DRAYER, 
BARRY DRAYER, 
BARRY CHAJET, 
ALLAN KERN, 
WILLIAM MURPHY and 
RICHARD SOBEL, 


Defendants. 


The Grand Jury charges: 
COUNT _ONE 
1. At all times material to this Indictment, 
Jerome Mackey's Jude, Inc. ("Judo") was & Nev York corpora- 
tion, the shares of which were traded over-the-counter. On 
or about December 29, 1969, Judo filed a registration state-— 


ment with the United States Securities and Exchange Commission 


("SEC") for sale to the public of no less than 75,000 shares 


and no more than 132,000 shares, which registration state- 
ment was amended to indicate the sale of no more then 
165,000 shares and which registration statement became 
effective on or about August 16, 1971. As of approximately 
November 23, 1971, Jude sold approximately 104,700 shares to 
the public. 

2. During the years 1971 through 1973 Judo's 
principal business was teaching self-defense through the 
application of Judo, Jiu-Jitsu, Karate and other martial 
arts. 

3. At all times material to this Indictment 
defendant JAMES E. CORR, III was employed by Judo as a 
financial consultant and was primarily responsible for 


assisting Judo in such matters, among other things, as 


mergers, franchising, acquisitions, financing and public 
relations. 

4. In or about February, 1972, for the purpose 
of acquiring greater control over the affairs of Judo, 
defendant JAMES E. CORR, III would and did acquire 125,000 
shares of Judo from co-conspirator Jerome Mackey, which 
shares constituted approximately 207 of the issued and 
outstanding securities of Judo. 

5. At all times material to this Indictment 
defendant R. BRUCE BUSCHBAUM was employed as a trader and 
registered representative by Sterling, Grace & Co., Inc., a 
registered broker-dealer with the SEC and a member firm of 
the New York Stock Exchange. 


6 At all times material to this Indictment 


defendant ROGER DRAYER was (a) a principal of Fingerhut & 
Co., Inc., a registered broker-dea. sr with the SEC, and (b) 
a general partner of an investment partnership known as 
Jenny Associates. 

7. At all times material to this Indictment 
defendant BARRY DRAYER was employed as a registered rege. 
sentative by H. Hentz & Co., Inc. and by Edward A. Viust & 

5., Inc., broker-dealers registered with the SEC and members 
of the New York Stock Exchange. 

8. At all times material to this Indictment 
defendant BARRY CHAJET was employed as a trader and reg- 
istered representative by Morgan, Kennedy & Co., Inc., a 
broker-dealer registered with the SEC. 

9. At all times material to this Indicement 
céefendant ALLAN KERN was employed as operations manager by 
Morgan, Kennedy & Co., Inc. 

10. At all times material t> this Indictment 
celendant WILLIAM MURPHY was employed as a trader by Piper, 
Jaffray and Hopwood, Inc., a broker-dealer registered with 


EC and members of the New York Stock Exchange. 


11. At all times materia) to this Indictment 
defendant RICHARD SOBEL was employed as a Tegistered rep- 
resentative by Cohen, Simonson & Rea, Inc. and CBWL-Hayden, 
© yne Inc., broker-dealers registered with the SEC and 
members of the New York Stock Exchange. 

Co-Conspirators 

12. At all times material to this Indictment 
Jerome Mackey, named herein as a co-conspirator but not as a 
defendant, was president of Judo. 


13. At all times material to this Indictment 


Raymond G. Corr, the brother of defendant JAMES E. CCRR, III, 


named herein as a co-conspirator but not as a defendant, was 
(a) the manager of four judo schools operating under the 
name of Self-Defense Industries, Inc. and (b) a registered 
representative ecployed by Raymond, James and Associates, 
Inc., a broker-dealer registered with the SEC. 

14. At all times material to this Indictment, P. 
R. Peterson, named herein as a co-conspirator but not as @ 
defendant, was the principal of P. R. Peterson Company, & 
broker-dealer registered with the SEC. 

15. At all times material to this Indictment, 
Daniel Salant, named herein as a co-conspirator but not as 4 
defendant, was employed as a registered representative by 
Cohen, Simonson & Rea, Inc. and CBWL-Hayden Stone, Inc. 

16. At various times material to this Indictment 
Dennis Ormond, the brother-in-law of defendant JAMES E. CORR, 
III, named herein as @ co-conspirator but not as @ defendant, 
hed brokerage accounts at various broxerage firms, including 
Morgan, Kennedy & Co., Inc. 

17. at all times material to this in .ctment 
Leroy Coldfarb, named herein as @ co-conspirator but not 4s 
a defendant, was employed as a registered representative by 
CBWL-Hayden, Stone Inc. and Hartzmark & Co., registered 
broker-dealers with the SEC and members of the New York 


St.ck Exchange. 
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The Conspiracy 
The Grand Jury further charges 
1 From on or about June 1, 1971, up to and 
uding the date of the filing of this Indicemenct, in the 
ri New York and elsewhere, the defendarts, 
BRUCE BUSCHBAUM, ROGER DRAYER, BARRY 
BARRY CHAJET, ALLAN KERN, WILLIAM MURPHY and RICHARD 
and J. -ome Mackey, Raymond G. Corr, P. R. Peterson, 
Salant, Dennis Ormond, and Leroy Goldfarb, named 
as co-conspirators but not as defendants, and other 
persons to the Grand Jury known and unknown, wnlawfully, 
wilfully, and knowingly did combine, conspire, confederate 
and agree together and with each other to commit offenses 
against the United States and to violate Title 15, United 
States Code, Sections 78}(b), 78f£, and Rule i0b-5 (17 
C.F.R. Section 240.10b-5) promulgated and issued thereunder 
SEC, and Title 18, United States Code, Section 1341. 
Odjects of the Conspiracy 
2. It was a part of said conspiracy that the 
defendants and their co-conspirators unlawfully, wilfully 
and knowingly, directly and indirectly, by the use of means 
and instrimentalities of interstate commerce and of the 
, would use and employ manipulative and deceptive 
and contrivances in connection with the purchase and 
of the securities of Judo in contravention of Rule 10b- 


Section 240.10b-5), a rule prescribed by the 


as necessary and appropriate in the public interest and 


the protection of investors. 

. It was further a part of said conspiracy that 
said defendants and co-conspirators, having devised and 
intending *- devise a scheme and artifice to defraud, and 

obtaining money and property by means of false and 
fraudulent pretenses, representations and promises, unlaw- 
ully and knowingly and for the purpose of execut- 


ing said scheme and artifice and attempting so to do would 


ceuse to be del‘ -wred by mail according to t direction 
thereon, certain matter to be sent and delivered by the 
Postal Service. 
Means of the Conspiracy 
4. among the means by which the defendants and 
their co-conspirators would and did carry out the conspiracy 
were the following: 
(a) Prior to November 23, 1971, defendant JAMES 
E. CORR, III, for * +e purpose of inducing investors James 
Diamond and Dorsey Buttram to purchase Judo securities in 
the public offering, would and did guarantee Diamond and 
Buttram against monetary loss. 
(b) In or about February, 1972, and continuing 
up through approximately May, 1973, defendant JAMES E. CORR, 
III for the purpose of acquiring control over the "float" and 


trading activity in Judo securities would and did begin to 


recommend purchases of the securities of Judo to friends and 


associates and to direct where such purchases could be 
executed. 
(c) In or about February, 1972, and continuing 
up through approximately November, 1972, defendant JAMES E. 
the purpose of artificially raising the market 
rice of Judo securities and acquiring control of the market 
price of Judo securities, would and did instruct defendant 
R. BRUCE BUSCHBAUM to, ong other things, make a market in 
Judo securities, be a buyer of Judo securities and raise the 


market price of Judo securities by "taking the street” in 


(d) In or about February, 1972, and contiiu.ng 
up through approximately November, 1972, defendant JAMES E. 
III would and did instruct defendant R. BRUCE BUSHBAUM 
purchase Judo securities for the account of defendant 
CORR, III and accounts controlled by him for the 
of avoiding sales into the market from the trading 


of Sterling, Grace & Co., Inc., which sales would 


the market price of Judo securities. 


1972, and continuing 
defendant JAMES E. 
400 East S@éth Street and over the telephone, 
inducing traders and registered repre- 
sentatives to trade Judo securities and to solicit investors 
to purchase “ido securities, would and did make the follow- 


ing represencations, among others, concerning the securities 


Judo to the above-mentioned traders and registered 


controlled Judo stock; 
Knew where substantially all the 
situated; 


had big buyers. in the stock af 


kmew where substantially all the 
Judo stock was placed; 
the market price of Judo securities 
would double; 


the securities of Juda would sell at 


curities of Jude would sell at 
nroximately $50.00 to $100.00 per share; and 


(viii) he was going to raise the market 


(f) In or about March, 1972, and continuing 
proximately November, 1972, defendant JAMES E. 


at 400 East 56th Street and over the televhorie, 


purpose of inducing traders and registered representatives 


Judo securities and to solicit investors to purchase 


Judo securities, would and did make false and misleading 
representations and omitted to state material facts concerning 
the above-mentioned traders and registered repre- 
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eerntatives 


(g) Im or about March, 1972, and continuing 
through approximately November, 1972, defendant R. BRUCE 


BUSCHBAUM would and did fraudulently "park" Judo securities 


with defendant WILLIAM MURPHY, for the purpose of avoiding 


sales into the market and depressing the price of Judo 
securities. 

(h) Im or about May, 1972, defendant JAMES E. 
CORR, III would and did offer a payoff to defendant RICHARD 
SOBEL and co-conspirator Daniel Salant in the form of an 
option on Judo securities for the purpose cf causing them to 
solicit investors to purchase Judo securities which, in 
fact, they did do subsequent to said offer. ssp 

(i) Im or about February, 1972, and continuing 
through approximately May, 1973, defendant JAMES E. CORR, 
III, while a control person and insider of Judo, purchased 
and sold hundreds of thousands of dollars worth of Judo 
securities in accounts in his own name and in accounts he 
controlled in the names of Kathleen Keogh, Joseph Sonberg, 
Dennis Ormond, Lester Van Ess, Jose Cohen, Raphael Ventura, 
and Irving N. Berman, among others, for the purpose of 
raising the market price of Judo and selling Judo securities 
at a profit at the same time that defendarit JAMES E. CORR, 
III was recommending the purchase of Judo to friends, 
associate traders and registered representatives. 

(j) In or about May, 1972, and continuing through 
approximately November, 1972, defendant JAMES E. CORR, III 
would and did direct buy and sell orders to and from de- 
fendant BARRY CHAJET for the purpose of avoiding sales of 
Judo into the market and depressing the price of Judo. 

(k) In or akuut late August or early September, 

, for the purpose of obtaining buying power in the 


Juco securities dafendant JAMES E. CORR, III 


entered into an agreement with Stanley Silver and co-con- 
spirator Leroy Goldfarb whereby Stanley Silver would and did 
purchase Judo securities and share the profits realized upon 
the sale of said securities with defendant JAMES E. CORR, III 
and co-conspirator Leroy Goldfarb. 
(1) Im or about October, 1972, the defendants 
JAMES E. CORR, III and ALLAN KERN, for the purpose of (i) 
giving defendant JAMES E. CORR, III and his friends and 
associates a profit in Judo securities, and (ii) avoiding 
Judo being delisted from the National Association of Securities 
Dealers Automated Quotations ("NASDAQ") would and did 
fraudulently engage in a "stock swap’ whereby defendant 
JAMES E. CORR, III, while a control person and insider of 
Judo, sold and caused to be sold approximately 18,500 shares 
of Judo at approximately $13.00 per share and caused persons 
he controlled to sell an additional approximately 25,000 
shares of Judo at approximately $13.00 per share, which 
shares were then sold and caused to be sold to customers of . 
Morgan, Kennedy & Co., Inc. by defendant ALLAN KERN at 
$14.00 per share. In return, customers of Morgan, Kennedy & 
Co., Inc. sold approximately 60,000 shares of Health Delivery 
Systems, Inc. to defendant JAMES E. CORR, III and persons 
controlled by defendant JAMES E. CORR, Bees 
(m) In or about October and November 1972, when 
the market price of Judo began to drop, defendants JAMES E. 
CORR, III and ROGER DRAYER fraudulently placed “wooden 
tickets" namely, purchases of Judo securities that could not 
nd were in fact net paid for, at the following brokerage 
ad for the following approximate amounts for the 
purp2se of supporting the market price of Judo: 
(1) BH. Hentz & Co. Inc. $70,000.00 
Dominick & Dominick, Inc. $150,000.00 


Merrill, Lynch, Pierce, $30,000.00 
Fenner & Smith, Inc. 


Sterling, Grace & Co., Inc. $150,000.00 


Margolis & Co., Inc. $42,000.00 


(mn) «sa or about December, 1972, defendants JAMES 
E. CORR, III and BARRY DRAYER, for the purpose of artificially 
raising the market price of Judo, fraudulently opened bank 
accounts and caused bank accounts to be opened at the First 
Commercial Bank of St. Petersburg, Florida, in the names of 
Raphael Venture, Jose Cohen, Lester Van Ess and Dennis 
Ormond, atong others, for the purpose of delivering the 
Securities of Judo against payment to said accounts. 

(0) In or about December, 1972, defendants JAMES 
E. CORR, III and BARRY DRAYER, for the purpose of artifi- 
cally raising the market price of Judo, fraudulently opened 
brokerage accounts and caused brokerage accounts to be 
opened at Raymond, James and Associates, Inc. and purchased 
securities of Judo in the names of Raphael Ventura, Jose 
Cohen, Lester Van Ess, Irving N. Berman and Dennis Ormond, 
among ot.«rs, and paid for said securities with funds provided 
by defendant JAMES E. CORR, III. 

(p) As a result of the activiti of the 
defendants JAMES E. CORR, III, R. BRUCE BUSCHBAUM, RCGER 
DRAYER, BARRY DRAYER, BARRY CHAJET, ALLAN KERN, WILLIAM 
MURPHY and RICHARD SOBEL the market price of Judo securities 
was artifically and fraudulently raised from approximately 
$3.00 per share to approximately $34.00 per share in the 
period from approximately February, 1972, through approxi- 


mately October 20, 1972, when the market price fell by more 


than 507%. 

(q) As a result of the activities of defendants 
JAMES E. CORR, III and BARRY DRAYER, the market price of 
Judo securities was articifially and fraudulently raised 
from approximately $4.00 per share to approximately $11.00 
per share from approximately October, 1972, through approxi- 


mately May, 1973 


(xr) h. As a result of the activities of the 
defendants, JAMES E. CORR, III, R. BRUCE SUSCHBAUM, ROGER 
DRAYER, BARRY DRAYER, BARRY CHAJET, ALLAN KERN, WILLIAM 
MURPHY and RICHARD SOBEL che investing public and numerous 


brokerage firms sustained monetary losses cf over one million 


OVERT ACTS 
5. In furtherance of the conspiracy and to effect 
the objects thereof the defendants committed the following 
overt acts, among others, it the Southern District of New 
York and elsewhere: 


(a) On or about May 17, 1972, defendant JAMES E. 


CORR, III directed Harry Bradley and Edwin Hartzman to open 


accounts at Sterling, Grace & Co., Imc. and purchase Judo 
securities for the purpose of decreasing the long position 
in the trading account of Sterling, Grace & Co., Inc., which 
purpose was not disclosed to Harry Bradley and Edwin Hartzman. 

(b) On or about May 17, 1972, at 400 East 56th 
Street, defendant JAMES E. CORR, III offered a payoff in the 
form of a stock option on Judo securities to defendant 
RICHARD SOBEL and co-conspirator Daniel Salant for the 
purpose of inducing defendant RICHARD SOBEL and co-conspir- 
ator Daniel Salant to solicit investors to purchase Judo 
securities. 

(c) On or about May 17, 1972, defendant JAMES E. 
CORR, III purchase: pproximately 3000 shares of Judo through 
the brokerage firm of Fingerhut & Co., Inc., which shares 
were purchased at the direction of defendant JAMES E. CORR, 

II from Sterling, Grace & Co., Inc. 
(d) On or about June 8, 1972, defendant JAMES iz. 

CORR, III purchased approximately 1500 shares of Judo from 
Sterling, Grace & Co., Inc., for the purpose of decreasing 


the trading position of Sterling, Grace & Co. Inc. 


(e) « or about July 12, 1972, de.endant JAMES F 
CORR, III directed defendant R. BRUCE BUSCHBAUM tO open an 
account at Sterling, Crace & Co., Inc. in the name of 
Raymond G. Corr. 

(£) On or about August 4, 1972, defendant JAMES 

CORR, III directed defendant BARRY CHAJET to sell Judo 

securities to defendant WILLIAM MURPHY at the firm of Piper, 
Jaffray & Hopwood, Inc. for th ‘pose of hawii: - defendant 
BARRY CHAJET refrain from selling Judo securities into the 
market. 

(g) Om or abour September 13, 1972, Stanley 
Silver purchased 5000 shares of Judo which shares were to be 
sold at a later date and the profits from which were to be 

ivided among defendant JArxcS E. CORR, III, Stanley Silver 

and co-conspirator Leroy Goldfarb. 

(h) On or about September 1é, 1972, defendant 
JAMES E. CORR, III ceused the filing of a false loan eppli- 
cation at the Underwriters Bank & Trust Co., 50 Broadway 
New York, New York, which loan was made in the name of 
Kathleen Keogh, the proceeds of which were used by defendant 
JAMES E. CORR, III to purchase Judo securities. 


(i) Om or about October ll, 1972, defendants 


JAMES E. CORR, III and ALLAN KERN sold and caused to be sold 


approximately 40,000 shares of Judo to customers of Morgan, 
Kennedy & Co., Ine. for the purpose of obtaining a greater 
number of Judo investors and sllowing defendant JAMES E. 
I end persons whose accounts he controlled and 

directed to make a profit in Tudo securities 

(3) On or about October 9, 1972, defendant R. 
BRUCE BUSCHBALM "parked" approximately 6,000 shares of Judo 
with defendant WILLIAM MURPHY. 

(k) Om or about Ocrober 17, 1972, defendanre 
WILLIAM M “parked" approximately 4,200 shares of Judo 


with defendant BARRY CHAJET 
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(1) or about October 19, 1972, efendant ROGER 
DRAYER pirced a “wocden ticket” for 10,000 shares £f Judo at 
approximately $15.00 per share at the brokerage firm of 
Dominick & Dominick, Inc. for the purpose of supporting the 
market price of Judo 

(m) On or about October 25, 1972, defendant ROCER 
DRAYER placed a “wooden ticket" for 2,000 shares of Judo at 
approximately $14-1/2 per share at the brokerage firm of 
Merrill, Lynch, Pierce, Fenner & Smith, Inc., for the pur- 
pose of supporting the marxet price of Judo. 

(n) On or about October 30, 1972, defendant ROCER 
DRAYER placed a "wooden ticket" for 5000 shares of Judo at 
approximately $14-5/8 per share at the brokerage firm of H. 
Hentz & Co. Inc., for the purpose of supporting the market 


price of Judo. 


(o) On or about October 25, 1972, defendant JAMES 


E. CORR, III placed a "wooden ticket” for 3,000 shares of 
Judo at epproximately $14.00 per share at the brokerage firm of 
Margolis & Co., Inc. for the purpose of supporting the 
market price of Judo. 

(p) On or about November 7, 1972, defendant JAMES 
E. CORR, III directed James Diamond to open an account at 
Raymond, James and Associates, Inc. 

(q) On or about December 30, 19°2, defendants 
JAMES E. CORR, III and BARRY DRAYER caused the opening of 
bank accounts at the First Commercial Bank of St. Petersburg, 
Florida, in the names of Jose Cohen, Raphael Ventura and 
Lester Van Ess. 

(r) On or about December 30, 1972, defendants 
JAMES E. CORR, III and BARRY DRAYER opened brokerage eccounts 
at Raymond James and Associates, Inc. in the names of Jose 


Cohen, Raphael Ventura and Lester Van Ess. 


about Jem } , 1973, defendants 
II and BARRY DRAYER purchased securities of 
Judo in the nase of Raphael Ventura at the brokerage firm of 
Raytond, ames and Associates, Inc., which securities were 
Bank of St. Petersburg and 


United States Code, Section 37...) 


COUNTS TWO THROUGH N 
Jury further charges 
On or about the dates referred to in paragraph 
the defendant, in the 
of New York and elsewhere, directly and 
etly, unlawfully, wilfully and knowingly, at a tine 
registration statement as to the securities herein- 
after referred to was in effect with the SEC, did make use 
of means and instruments of transportation and communication 
in interstate commerce including telephonic communication, 
and to (1) sell securities of Judo through the use 
a prospectus and otherwise, and (2) carry and 
ugh the mails and in interstate 
transportation, 
sale and delivery 
after sale 
2. On or about the periods set forth in paragraph 
3 hereinbelow, JAMES E. CORR, III was an affiliate of Judo 
in h y ar indirectly entrolled, as the term 
is promulgated under the Securities Act 
of 1933, the management and policies of Judo. 
3 During the periods set forth below defendant 
while the owner of over 20% of che 


JAMES E. CORR, II! 


issued and outstanding securities of Judo and primarily in 


charge of mergers, acquisitions, franchising, financing and 


sold and 

own name id in che 
number of shares and 
which shares represented 


issued and outstanding shares of Judo 


OF SHARES DOLLAR AMOUNT 


legations co i in Count One of this 
ent are repeated and realleged as thcugh fully set 
constituting and describing some of the 
which the defendant JAMES E. CORR, III committed 
the offenses charged in paragraphs and 2 hereinabove 
s Two through Nine 


United States Code, Sections 77(e) and 77x.) 


ads a3 
sr 


d-619-15 


COUNT TEN 


about October, 19 ALLAN KERN, the 
the Southern District of New York and else- 
directly and indirectly, unlawfully, wilfully and 
knowingly, at a time when no registration statement as to 
the securities hereinafter referzed to was in effect with 
did aid and abez the use of means and instruments 
portation and communication in interstate commerce 
honic communication and the mails to (1) sell 
securities of judo through the use and medium of a pros- 
peccus a : otherwise, and (2) carry and caused to be carried 
through the mails and in interstate commerce, by means and 
instruments of transportation, securities of Judo for the 


purpese of sale and deiivery after sale. 


2. In or about SX tober, 1972, defendant ALLAN 


mployed by the brokerage firm of Morgan, 
., Inc. did unlawfully, wilfully and knowingly 
JAMES E. CORR, III in the sale of 


approxima 18,500 shares of Judo through the brokerage 


firm of Mcergan, Kennedy & Co., Inc., while defendant JAMES 
E. CORR, III owned approximately 20% of the issued and 
outstanding shares of Judo and -as primarily in charge of 
mergers acquisitions, franchising, financing an public 
relations, among other things, of Judo. 

3. The allegations contained in Count Ome of this 
Indictment are repeated und reaileged as tnough fully set 
forth herein, as constituting “7d describing some of che 
means by which the defendait ALLAN KEFN committed the 

ses alleged in patagraphs i and 2 of this Count. 
Sacle 15, United ates Code, Sections 77(e) 


ca 
and 77x and Title 18, United States “ode, 
Section 2.) 


1971, up co and 
this Indictment, in the 
elsewhere, the defendants 
ALLAN KERN unlawfully, wilfully and 
y, directly and indirectly, by use of means and 
instruments of transportation an communication in inter- 
state commerce, including ley ¢ communication, and the 


in the offer and sale securities did (a) 


evices, schemes and artifices to defraud; (b) obtain 


and property by means of untrue statements of material 


and omit to state facts necessary in order to 
statements made, in e light of the circumstances 
ich they e made, not misleading; and (c) engage 


in transactions, practices, and courses of business which 


did operate as a fraud and deceit upon purchasers 


From on or t oO ber l C h November, 


mdants JAMES E. CORR, III and ALLAN KERN sold 
"0 be sold approximately 40,000 shares of Judo to 
of Morgan, Kennedy & Co., Inc. while making untrue 


statements of material facts and omitting to state material 


the dates hereina‘ter set forth in 
and elsewhere, defendants 
unlawfully, wilfully and 
id use and cause to 
instrumentali nterstate commerce, 


telephonic communication, and the mails, pursuant 


TTER SENT 


MATTE NT 


THROUGH THE MAIL 


Confirmation of 
purchase for 
Hewlett, N.Y 300 shares of Judo 


Ira Lowin Confirmation of 
96th Street purchase for 
:: Wits 200 shares of Judo 


Confirmation of 
purchase for 
250 shares of Judo 


Confirmation of 
purchase for 200 
shares of Judo 


Confirmation of 
purchase for 
1300 shares cf Judo 


weg mu 


treo 


4. The allegations contained in Count One of this 
Indictment are repeated and realleged as though fully set 
forth herein, as constituting and describing some of the 

us by which the defendants commirted the offenses charged 


l and 2 of this 


, United States C Sections 77q(a) 
and Title 18, Uni States Code, 


1. From on or about June 1, 1971 up to and 
including the date of the filing of this Indictment, in the 
istrict of New York and elsewhere, the defendants 
III, R. BRUCE BUSCHBAUM, ROGER DRAYER, BARRY 
ALLAN KERN, WILLIAM MURPHY, and RICHARD 
ully, and knowingly, 
eans and instrumentalities 
commerce including telephonic communication, 
and the rails, in connection with the purchase and sale of 
securities did (a) employ devices, schemes, and arti- 
to defraud; (b) make untrue statements of material 
facts and omit to state material facts necessarv in order to 


make the statements made in the light of the circumsta..ces 


Confirmation of 
purchase for 100 
shares of Judo 


r Confirmation of 

o. Ine. purchase for 200 
39 Broadway shares of Judo 
New York, New York 


Confirmation of 


purchase for 2000 
shares of Judo 


The allegations t i n Ccu ’ this 
e repeated and realleged as though fully set 


constituting aud describing some of the 


defendants c~mmitted the offenses charged 


te | 
3 


ano are 


“0 
OQ @ 


er 
“oon 
eo 


Sections 78j(b) 
ral Regulations 
, United States 


mre 
mu 


~*~ 
Oo h- 


QnP 
of 


COUNTS TWENTY-THREE THROUGH THIRTY-THREE 
The ury further charges: 
June 1, 1 up to and 
of this Indictment, in the 
and elsewhere, the defendants, 
RUCE BUSCHBAUM, ROGER DRAYER, BARRY 
ALLAN KERN, WILLIAM MURPHY and RICHARD 
unlawfully, wi y and ‘mowingly did 
devise a scheme to defraud purchasers 
Judo and to obtain money and property 
means of false and fraudulent pretet.;ses, 
sentations and promises and for the purpose of execut- 
scheme and artifice to defraud and attempting so to 
be placed in post offices and 
did cause to be 
y mail according irections therecn, 


to be sent and delivered by the Postal 


Counts 


fully, 
- - 

offices 

be de 


nN 
i 


28 


© 


w 


Le 
he 


and author 
ered by mail by 
n thereon, to the 
ereinafter set forth 
nares 
VAAL 
February 28, 19 
June 21, 1972 
September 18, i 
October 4, 1972 
October 9, 1972 
October 12, 1972 
October 13, 1972 
October 16, 19/2 
October 17, 1972 
February 16, 1973 
March 9, 1973 


wilfully and knowingly did cause to be placed in post 


pers hereinafter set forth, the 


de 


idants unlaw- 


Postal Service according to the 


MATTER SENT 


ADDRESSEE THROUGH THE MAIL 
— EE MALL 
Dorsey Buttram Confirmation of 
6421 Avondale purchase for 2800 
Suite 204 shares of Judo 
Oklahoma City, Okla 
Arnold Beau Baker Confirmation of 4 
185 E. 85th St. purchase for 500 
New York, NY shares of Judo 


Confirmation of 

srossman purchase for 50 
319 4lst Ave. shares of Jude 
t. Petersburg, Fla. 


Sterl Confirmation of © 

purchase for 2000 
39 Br shares of Judo 
New Y 


Piper, Jaffray Confirmation of 

& Hopwood, Inc. purchase for 6000 
115 South 7th St. shares of Judo 
Minnapolis, Minn 


Richard Gerb Confirmation of 
7% Castle Hi purchase for 900 
Knitwear r shares of Judo 
214 Taaffe 

Brooklyn, 

Jenny Associates Confirmation of 

% Alan Dante purchase for 2000 
3523 98th Sr. shares of Judo 
Corona, Queer. 3 

Jenny issociates Coniirmation of 

% Alan Dante purchase for 3000 
3523 98th St. shares of Judo 
Corona, Queens 


James E. Corr, III Confirmation of 
400 E. 56th St. purchase for 3000 
New York, NY shares of Judo 


Hill, Thompson, Confirrcation of 

Magid & Co. Inc. purchese for 2000 
7U Wali Street shares of Judo 
New York, New York 


Gilligan, Will & Confirmatic., of 
Co. purchase for 1300 
72 Thames Street shares of Jude 


New York, New York 


the defendant, 


he Grand 


legations contained in Cour One of this 


realleged as though fully set 


COUNT THIRTY-FOUR 


Uns 


ry further charges: 
1972, JAMES E. CORR, 


and knowingly made 


msured at the 


nh 


a loan of $20,000. 


luencing said bank to exten 


the above-mentioned date JAMF= E. 


On or about 
caused a loem application to e¢ 


Bank * Trust Co. for < $27,000.00 


as was 


States Code, Sectioz 


QUGH THIRTY-SIX 


NTS THIRTY-FIVE THRO Ix 
Jury further charges: 
2lst day of November, 197 


about the 2 
E. CORR, III, 


oath as a witness that 
July Special Grand Jury 


States of America, duly impaneled and sworn 
ates District Court for the Southern District 


St 
wt 


contrary 


nited States 
8, United States Code, 
15, United States 
mail fraud (Title 18, 
among other things. 
was material to said inquiry to ascertain 
III guaranteed purch udo 


the number of franchises sold 


lace aforesaid, 


witness unde 


ith er 
with respect 


COINT THTeTy 


VYUNL Links. ti-t 


you mentioned earlie 


were you referring to? 


ate is Oklahoma and way, way 


terested in buying the 


there was a provision in the Oklahoma 
stock. 
state legislature there 


to more than ten people in 


slahoma and Dorsey Buttram and his family and 


by the name 


on 


serious problem 


names from Jerry 
Jerry Marshall in 


them in a stock 


* 


I was asking you about 


ra) 


klahoma. 


ople, Dorsey Buttram and James 


of Bartesville (sic) Investment 


Diamond and 


nature of your conversation with 


that the company was 


ing tc do with it, and that I 
elt there was a the company because our 


was 


The ba..ks were 
certainly would 


previous year. 


any called 


acquire those securities? 


inder's fee and it was fee paid for 


did you give to chem? 


gave between the two of them 50,000 shares. 


subsequent date. 
you give tt the stock? 
a subsequent date. 
e stock at the time you 


dollars a share. 


subsequent was this delivery of the stock 
onversat.on wi 
robably < the return ¢ 
° 
you give them the st 
Was a tremendous amoun 
corporatewise, with friends because 
lost a lot of money to then. 
d nothing to do with what the 
tell you and assure 
to you I feel so strongly 
you my stock to show you my good 


you won't lose your money." 


it out as a measure of good faith to show 
my personel assets to show them they 
their money because the underwriter 
in another deal. 


* * 


Your personal responsibiliry, your purpose in 


giving them Dusenberg stock 


the Dusenberg 


am confident you are not going to 


y personal stock to 


e) c. 


Jerome Mackey did they 


r whatever they 


as anything else. 


was working solidly 


Dusenberg s.ock? 


. 


lved would say 


have anything to do with then." 


think the company is 


is the point in giving them Dusenberg stock 
lose money on the Mackey stock? They covldn't 
y 


ver the stock by selling Dusenberg, t was 


their stock, 


give any guarantee they would or wouldn't 


gave them a guarantee I was working solidly 


lose money on the } key stock what 


sell the stock, all you 
paper 
date subsequent to the fact they did 
their money we would have 


t a guarantee. 


them they wou.dn 


loans with y 


ow they und 


any way whatsoever even if 


he Mackey offering? 


are very 

they would have needed it for 

They are mlti- 
a measure of good faith. 

If I give you a 

oat and tell you to put it on 

t then burn up and then I give 

as assurance if it does burn up -- 
yours burns up any- 


by giving you the coat 


you you could wear it? 


know these people lost 


assure them it 


am not suggesting, I am 
here was a general under- 
Diamond and Mr. 
use this stock even 


investment, is that 


signing on a 60,000 
company and that 


company was doing 


t loss. 


our Dusenberg «tock if they can't 


have a lot of money 


involved 


desperate, we ar noc ying to take 


the underwriting, we have our own money.’ 


— 


trying to do a legirimate deal 


people had been hurt, it 


You say you 


was a net of 140,000 dollars, 


you ever heard of a company called Self- 


es; 


the company Mr. Phillips was a 


r February; the 


ire company franchises. 


What a yut New York? 

Formed in June to acquire franchises. 

June '72? 

Yes. 

How did Mr. Phillips pay you 45,000 dollars? 


He borrowed the money from the Northside Bank cf 


What did he use as cx -: was it a straight 


He used accounts receivable of the school and 

and fixtures. 

Of the four franchises? 

Yes, they have receivables of about a quarter of a 


million dollars. 


ve The aforesaid testimony of JAMES E. CORR, III 


t é 


in Counts Thirty-Five and Thirty-Six as he then and there 


1 


well knew, was untrue. 


* * * * * 


(Title 18, United States Code, Section 1623). 


COUNTS THIRTY-SEVEN THROUGH FORTY-TWO 

The Grand Jury further charges: 

1. Om or about the dates hereinafter set forth, 
in the Southern District of New York, JAMES E. CORR, au, 
the defendant, having duly taken an oath that he would 
testify truly before a competent tribunal and officer in a 
case in which a law cf the United States authorized an oath 
to be administered, to wit, an officer of the United States 
Securities and Exchange Commission, did unlawfully, wilfully 
and knowingly and contrary tn said oath, state material 
matters which he did not believe to be true. 

a 4t the time and place aforesaid, the United 


States Securities and Exchange Commission was conducting an 
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investigation c..cerning possible violations of the laws of 


the United States prohibiting, among other things, manipu- 


lation of securities, fraud in connection with the offer, 
purchase and sale of securities and the sale of unregistered 


in connection with transactions in the securities 


was material to said inquiry to ascertain 
of the defendant, JAMES E. CORR, III, 
underwriting and trading in the after 
market of the securities of Judo. 
4. At the time and place aforesaid JAMES E. 
CORR, III, the defendant, appearing as a witness under oath 
before said officers of the United States Securities and 
Exchange Commission, did unlawfully, wilfully end knowingly 
falsify, conceal, and cover up by trick, scheme ard device 
material facts and did make false, fictitious ad fraudulent 
statements and representations, as follows. 
COU.'T THIRTY-SEVEN 
June 26, 1973 
Q. Sir, did you ever personally guarantee Mr. Diamond 
against losses in the stock of Jerome Mackey? 
No, and that is a very tough question, and a lot 
have spent a lot of time on it, and I personally 
Mr. Diamond's and Mr. Buttram'’s answers and 
are. 
It was, again -- again, it was a matter of credi- 
brought jin to assure them that something was 
the compeny and I never guaranteed them a 
the stock. 
Sir, did you ever give Mr. Diamond 30,000 shares 
called Dusenberg? 
Yes, I did. 
Would you please tell us the reason for that? 


At the time it was a matter of good faith. Everything 


that Jerry hac previously taken to Mr. Diamond, they had 
lost their money. I wanted to assure Mr. Diamond that this 
was mot something that I felt was flimsy or in any way would 
fall out of bed. I felt the investment would be worthwhile. 


And the case in point came up concerning the 


His comments were, "Well, you know, you fellows 
are coming ovt here asking me to Put up my money, and why 
don't you buy the stock," and this and that. And my couments 
were that Mackey was not permitted to buy it and at the time 
I was in effect buying a substantial amount of stock myself 
personally. 

I had indicated that I would personally buy about 
15,000 shares, and this more or less reassured him. 


* * *- * * 


MR. TUCKER: 


Q. Sir, you state you gave Mr. Diamond 30,000 shares 


Dusenberg. Is that correct? 

A. Yes. 

Q. Whose 30,000 shares did that belong to? 

A. Me, personally. 

Q. Cculd you again tell iis why you gave him the 
30,000 shares? 

A. Well, I wanted to show him -- and it is all a 
matter of other testimony now. I wanted show him that we 


trying to take his $15,000. We did have our 


I did heve other assets. We did raise a lot of 
money and we did need him at this time as an investor. We 
needed stockholders and I said, "Jim, I am buying 15,000 
shares myself and I would buy more, but we don't want to 


wind up owning all of the stock that we are selling." 


49a 


d-619 -33 


And I said, "You can see that here is something 
that is tangible." And it was worth a lot of money at the 
time and I said I have the money and assets and I would buy 
more stock, and it was left at that, and I don't think there 
was anything more that was -- and from the day they bought 

re the stock, they actually had a loss for a long time, a paper 
loss, and there was never any guarantee, and never a point 
| other than six or eight months down the road where they were 
even interested in buying or s ‘ling, and to this day Mr. 
Diamond still owns more stock tuan he ever originally 
purchased. 
4 Q. Did you and Mr. Diamond heve any understending as 
; to what could be done with the 30,000 shares of Dusenberg? 
A. No. There was no specific understanding. It was 
something that was done among friends. “I told him specifi-.° 


a 


cally I did not think we would lose any money in Mackey. 1 
said if we were given the money from the public underwriting, 
if we were let to continue doing what we are doing, I think 
‘ ; the company is going to become very profitable and will be 
very worthwhile, and we will need a couple of years to do 
: ‘ this. 
I told him I felt we could do certain acquisitions 
e # that I had done in the past and we could make a very, very 
successful company out of it. 

Q You gave Mr. Diam.nd 30,000 shares of Dusenberg. 
Could he make any use of those shares? 

A. At that time, no. It was in my name and it was 
just -- you see, Jerry Mackey had always gone out there 
enpty-handed. He never had anything. He would go out there 
and get money from these people and they had always lost 
their money. 

I wasn't going out empty-handed. I had raised a 


lot of toney for the company from othe- people. That par- 


ticular week I probably, with my friends, sold 25 percent of 


the underwriti.g myself to a very small amount of people 
that had faith in me, like Ed Hartzman. 

I mean, on my recommendation over the telephone he 
purchased 5,000 shares just on my recommendation I told 
him I was involved and he purchased the stock on his own 
cognizance and he still today owns more stock than he 
originally purchased. 

Q. Well, if Mr. Diamond could make no use of the 
Dusenberg stock, I don't quite understand why you would give 
it to hin. 

A. We were just trying to show that we had substance. 
Mackey had nothing. He didn't have $500. 


* * * * * 


COUNT THIRTY- “IGHT 


3 
June 26, 197% 


Do you maintain any brokerag: accounts? 

Yes. 

Tell us woere. 

I hav: about 50. Do you want all of them or would 
list? 


Well, why don't you give us the ones that come to 


A. My most active account is at Raymond James & Company 
{sie Associates) in St. Petersburg, Florida, the main office. 
I have accounts at Merrill Lynch, Walston, Hayden Stone, 
Dominick & Dominick, Cowen & Company, Hartzmark & Company, 

, Ferkauf Roggen, F.I. DuPont, Glore forgan 
(sic) Loeb Rhoades, L.M. Rosenthal, J.D. Winer. 
I probably have a lot more. 
FILMORE: Mr. Corr, are these accounts in the 


some other name? 


Only my name. 


* * * 


COUNT THIRTY-NINE 


.e) Mr. Corr, at this time I would like to ask you 
whether you maintain control over any brckerage accounts 
that are not in your name? 

A. I would say all the majority stockholders, and I 
could nace them with their approximate position, while they 
have been involved with me for a long time. I exercise 
control not so much over the account es I do the individual 
as to whether they would buy .r hold. As was the case, when 
a stock was $3 or $4 a share, I advised these people that I 
thought they should double up on their position because in 
rost cases we had substantial losses. Most bought stock 
around 10 or 11 dollars. 


Do you want me to elabc~-ate on that? 


A. I would appre tate if you soul just give us some 


of the names of the peo}. * you advised. 

A. Somebody like } -ry Bradley. Bradley's company 
was to be acquired by Jeroue Mackey. He has been a personal 
friend of mine about 20 or 30 years. We have beer com- 


petitors in the business. I advised Harry to buy the stock 
around 10 or 11 dollars a share. 

I don't exercise any control over any of his 
accounts, but Harry called me once 4 week to ask me what was 
going on. . He has a substantial los: in the stock. When it 
was 3 or 4 dollars a share, I said, "Harry, the company is 
doing great. My franchise is doirg great. I would suggest 
you average out your positien. At some point maybe we will 
make Mackey an offer to get out of there and I wil. get in 
and try to rebuild the company." 


And he did average his position. The same with 


James Diamond and Irv Berman. The same with my brother-in- 
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law, Dennis Ormcnd. He averaged his position. In this 
case, he has an «sccount at my brother's fir., but he has 
onl7 bought. He has been a net buyer Same with Diamond 
and 2erma". They have been a net buyer. Since the stock 
fell cut of bed, they bought 12,000 shares in the open 
serret. Bradley, abouc 5,000. 

Q. Ras Bradley sold any? 

A. Ee sold some stock which I didn't even know about 
until afterwards about a week or 10 days before the suspension 
and he needed money and had had a big loss in another Morgan 
Kennedy stock. 

I think he sold 2,000 shares. Around $12 a share. 


You made no other sales for Mr. Bradley of the 


A. No. This is like a week or 10 days before the 
suspension. 

T have an interest with a South American group of 
very substantial and wealthy people, the Venturo (sic) family. 
They are :lients of Barry Drayer and originally from Chile. 

They wanted very much to participate in getting 
control of the corporation. They had a sizeable position, 
end prior to the suspension I met with Mr. Kramer and I 


explained to hin the situation. And we did want to in 


eifect buy control, and we were in the process of buying 


stock on the open market. 

With the stock cn the open market and my 205 ,o0oLsic shld rod | 
20, 600 | 

shares, we would control about 47 percent of the company. ea 
And other insiders expressed an interest, and we 

have been basically going to make Mr. Mackey an offer, and 

we are in negotiation to make an offer, and he gave a price 

what he wanted to sole (sic, sell) control and we were in 
she process of raking that decision. 


So I exercised a lot of control over the Venturos (sic) 


I don't exerc‘se control over the majoritv of their brokerage 
accounts The have then all over the cou..cry and world, 


and they do most of it through Bank America. I have no 


Probably most control again would be throuech Rarry 
Drayer, power of attorney which they gave him. And when we 
were acquiring stock, in fact, we were giving dollar figures 
as to what we could acquire, how many shares and how many 
dollars involved. 

So you might say complete control as to dollar 
acount and specifically to buy Mackey stock. 

That family includes Rafael Venturo (sic) his 
company doctor, Isaac Cohen, I think his brother, Jose 
Cohen, and Heime Venturo (sic). That would be almost 
complete control of one set of circumstances, not the entire 
brokerage business. 

* * * * 
COUNT FORTY 
26 1978 


—___ 
Could you tell us what bank loans you made in the 


Mone. I have used Mackey as additional collateral 


the tajority of my collateral, most banks never want 


For example, since the suspension, everybody has 


given me back the stock and I have put up other collateral. 


* * * * * 
Confining ourselves to 1972, did you put up Mackey 
collateral for any of your loans? 
Strictly -- 


Not strictly. It wou d be Mackey in addition to 
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other collateral. Was Mackey used as collateral in con- 
nection with any other loans in ‘727 

A. I don’t know whether you recognize I put up my 
financial statement. I have a lot of unsecured loans that 
go with cy total position. 

Whatever I have owned -- 

Q. You are not answering the question. The question 
is in connection with any loan that was made in the yes 
1972 did you put up Mackey stock as collateral? 

A. Yes, but not specifically Mackey stock tecause the 


banks really don't want an account of stocks. 


Q. In addition to whatever else you put up -- 


A. In addition to my other collateral, each bank has 
hed oy personal statement. 
Q. But Mackey, in addition with the other collateral, 
ia put up in the year of 1972 for a leant 
A. Right. 
o . . we 
COUNT FU TY-ONE 
July 9, 1973 
Q. Okay. 
Mr. Corr, I don't want to leave the area of the 
gs early in 1972, but I would just like to go a bit 
further in this respect. 
he need for you to find individual shareholders, 
2s you have indicated co the staff, in order to satisfy the 
NASDAQ requirements for number of shareholders, necessitated 
thet Mackey stock be sold to individuals, and that you had 
seme control over these shares, and for one, Mr. Bradley, 
vou told him he could sell the shares. You told him why ne 
eculé sell the shares, and you also told him that in order 
to get those sold, some Health Delivery Systems would have 
to >be purchased? 


A. Right. 


' 


Q. Mr. Cc -, who else, to your knowle _e, went 


through a similar set of transactions? 
A. Okay. I did, myself. Joseph L. Somberg, (sic) 
Dan Keough (sic). Irving Berman, Bartlesville Investment 


Corporation. Dr. Ormond, Mrs. Ormond, and I think that is 


COUNT FORTY-TWO 
July 9, 1973 
Q. Sir, do you know an individual by the name of 
Robert Drucker? 
A. I only met him one time. 
Do you know who he is? 
Yes. 


Who is he? 


He's a principal at Commonwealth Chemical, a stock 


, NASD member firn. 
When you say you met him once, face-to-face? 
Right. 


Did you ever have any telephone conversations with 


Several. 

No you recall the time period in which you had the 
conversations with him? 

A. It was in the period from the time tliat the rumors 
started spreading around about Mackey. 

I celled up Mr. Drucker, and I told him that, if I 
could prove the he was spreading an untrue rumor, I was 
going to take him to the NASD. 

And he -- 

Q. Wnen was this conversation, sir? 
A. Pack in July of 1972 was the first time I ever 


spoke f° hin. 
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And subsequent conversations, do you recall 


A. I called him Several different times. I wanted to 

get him off the machine om the stock. 

He was Spreading rumors... I have at least ~-what 
I believe some other people will testify to as to the rumors 
he was Spreading that were indirect violations of the NASD 
rules. 

Q. When you Say you wanted to im off the machine 
on the stock, do you recall what was ; in connection with 
that? 

A. He said I'm making a ton of money in the stock. 

He said I've got a lot of inside information. He said you 


guys are all going to jail, you're in a lot of trouble. 


Re said I'm not dropping off the machine. 


Q. When was this, sir? 
A. In July. 
Q. Sir, do you recall any conversation with Mr. 
Drucker concerning a stock called Unimet? 
A. Right. 
Q. Do you recall when you had that conversation? 
A. Right. He was -- I had a big position in Unimet. 
He was short the stock. He was looking for stock. 
He came in to -- 1 forget whether it was Raymond 
Jates or Morgan, Kennedy -- and he was looking for 5,000 
shares of stock. 
I called him up directly and said, "What do you 
want to pay for the stock?" 
I think he said about $8 a share. 
I said, "All right," I said, "I'll tell you what," 


e. eadd, “E*12 Swap you Unimet-for an equal amount of Mackey." 


He sa_., "What, are you crazy?" h_ says, "That's 
@ lot of stock.” 

I said, "I understand you're a big player," 1 
said, "You are short the stock,” I said, "Here's a chance, 
if you think the stock is collapsing, here's a chance to 
short another $70-, $80,000 worth of stock, 

"I will give you 10,000 Unimet at 8," I said, "And 
you sell me $80,000 worth of Mackey." I said -- 

Q. How many shares? 
A. At the time that would have been about 10 900. 

Would have been an equal swap. Mackey was about 
7-1/2, 8 dollars. 

So, he said, "Well, I'm telling you the stock is 
going to zero because Morgan, Kennedy is going out of 
business." 


“Eow the hell do you know that?” 


Ee says, "I know everything,” he saye, "I have got 


friends at the NASD. I've got friends at the SEC. I have 
friends at the U.S. Attorney's office. 

"Every stock I short, you get on the machine and 
watch.” 
d my He watched the Unimet. It's down from 12. It's 
going to 2. It turned out he was right. The stock went to 
pa 


Sir, do you recall when you had this conversation? 


I'd say it was about November of ‘72, maybe late 


Yes, it was late November. It was prior to my 
first going down to the grand jury. 
Q. Why was it, sir, that you wanted to swap the 
Unimet for Mackey? 
A. It was like a poofkie. He knew that I had $80,000 
worth of Mackey -- of Unimet. You know, he knew that I had 


a lot of money and I had a lot of friends. 
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So I just wanted to show him that I would be 
willing to buy 10,000 Mackey at 7-1/2, and he didn't do it, 
$0 -- 

Q. Wasn't it, sir -- you say you wanted to buy 10,000 


shares at 7-1/2? 


A. I didn't want to buy it. I said that I would, you 


Q. Did you offer to buy 10,000 shares of Mackey at $9 
a share froa him rather than 7-1/2? 
A. I think the stock was 7-1/2, 8. 
Q. Right. That's what the stock may have been. 
But do you recall what you offered to pay him? 
I said I would swap hin. 
I said whatever dollars I get from Unimet -- I 
owned 12,000 shares of Unimet, he needed the stock. 
T.e stock was down from 14, 7-1/2, 8. He wanted 
to cover his short. 
He said, "I'll give you," I think, "$7 for the 
whole piece," which would have been what? $70 -- $84,000. 
And I said whatever I get, put it into Mackey. 
And that was the swap. It was that simple. I wasn't ever 
interested in whrt the pri’. was. I said I would swap 
doliar for dollar. 
I have witnesses to that pone call. That's 
exactly what I said, becsuse everybody thought he was such a 
big shooter and he wouldn't short the stock. 
Q. Ar2 you saying, sir, that you did uot offer to buy 
10,000 shares at $9 a share? 
The stock wasn't 9. It was 7-1/2, 8. 
That's not the question. 


The question is what you offered to pey him for 


A. I ha no recollection of that. told him I 
would swap whatever the Collars were. Whatever I got from 
imet he could give me Mackey. 


Drucker told you to send 


We sent in -- I 
"t remember whether it was Sterling, 


, but I sent someone in with a bid, 


It was either Sterling, Grace or Raymond James. 
How many shares did you send in? 
think I bid him for about 10,000 shares. 
I'm sure it wasn't $9. Positive it was 8, 


because the Unimet was 7, and I think Mackey was 7-1/2. 


Q. Do you recall what price Unimet was in the market 


the tine? 
It was 7 bid, offered at a half. 


Would it refresh your memory if I told you it was 
It's possible. I really don't remember. 
think he only bid me 7, though, you know. 
‘t know what point you are trying to make, 


your recollection, wir t was said at 


I think it's 


“Drucker 


I saia, "You're supposed to be a big hitter. 
You're telling everybody you're bureting Mackey, you're kill- 
ing everybedy’s stock 
“Here’s @ chance. if you really want to gamble, 
sell vou 10,000 Wnimer; you'll sell me an equivalent 
emour:t of Mackey, Jollar for dollar." 


Q. On your sale of the 10,000 shares of Unimet, is 
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I had 10- or 12,000. 


Q Okay. 

A. I think twelve. 

Q What did you offer? .Did you offer him -- 

A. Re said he would buy ten, ani I think I said I 
have twelve. It was all bullshic. 

Q. Well, I'm trying to -- as to what was said at that 
conversation, did you -- when you wanced to sell 10,000 
sbares of Uninet, did you -- 

ae I didn’t want to sell it. He originally called 


end made me a bid for it. He didn't know whose stock it 


Q. I thought you testified you called him? 
4 A. He called, I testified, if you want to read it 
‘ back, he called Raymond James and said, "I understand you 
have a seller down there in Unimet." 
He said, "I am a buyer at $7 e share in size." 
They calle4 me and said, "You know, Drucker's around, he 


wants to buy Unimet. He is short the stock and he needs 


ie 


That is what I have testified to today." 


T called him up and I said, "Bobby." I said, "You 


mow, if you want to buy the Unimet, I got 12,000 shares." 


R- said to me, "I'm positive I can use 10,000 at 


4 , . . 
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I said, "I've got 12." We never elaborated on 

that. 

Q. Did you offer to sell him the 10,000 shares on his 
offer? Not on his bid? 

A. No. He already » 1e bid, 7. I am positive it 
was $7, because it was half of what I paid for the stock. 
I paid 14. So I was going to lose 70 or 80 thousand dollars 
on the transaction. 

Q. Why did you want to engage in a transaction where 
you would lose seventy, eighty thousand dollars? 

~A. In reality, I wound up selling the stock nonths 
later at 4. I di’ 't want to sell it. I called him back. 
He called Rayme James, looking for the stock. They called 


me. I was at horgan, Kennedy. I called him to let him know 


it was my stock, and to pump him up a little bit. | rs. 


I said, "You are a big shooter, your wife has a 
dig hedge fund, I will swap you the Unimet, you short me or 
sell me and -- en equivalent amount of Mackey." That is 
exactly what I said to him. Don't think price ever came up, 
because I said I would swap him an equivalent amount of 
dollars. 

He called back and said, “Have a broker come in 
and make me a bid." 

I had Sterling or Raymend James come in, one or 
the other. It was a very spontaneous pressure type of 
thing. 

That’s all it was. 

Q. Did you state to Mr. Drucker as to how many shares 
you were willing to buy of Mackey? 

A. I think I told him, before you are going to make 
the company worn, I will buy the whole company and make it a 
collar. 

He told me he was going to make the stock a dollar. 
He said he was going to bust it, just like he busted all the 


other stocks up there. 


Q. Do you recall telling Mr. Drucke. you were willing 
to buy up to 40,000 shares of Mackey? 
A. I think I told him I would buy the whole company. 
He said he was going to make it a dollar. I said, "If you 
do pake it a dollar, I will buy the whole company." I am -- 
I don't think I said $40,000. 
a * o » * 
The testimony of the defendant, JAMES E. 
CORR, III enumerated hereinabove in Counts Thirty-Seven 
through Forty-Two, as he then and there well knew, was 
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The Grand Jury charges: 

1. On or about the 2lst day of November, 1972, 
in the Southern District eof New York, JAMES E. CORR, III, 
the defendant, having duly taken an oath as a witness 
thet he would tescify truly before the July Special Grand 
Jury of the United States of America, duly impaneled and 
Sworn in the United States Court for the Southern District 
of New York and inquiring for that District did unlawfully, 
wilfully and knowingly and contrary to said oath make 


false material declarations. 


2. At the time and place aforesaid, the Grand 


Jurors, inquiring as aforesaid, were conducting an investi- 
gation pertaining to possibie violations of the United States 


laws Prohibicing conspiracy (Title 18, Uniced States Code, 


ae hernias meat te = 


Section 371), Securities fraud (Title 15, United States Code, 
Sections 77q and 783(b)), and mail fraud (Title 18, United 
States Code, Section 1341), among other things. 

3. It waa material to seid inquiry to ascertain 
whether the defendant JAMES E. CORR, III gusranteed purchasers 
of Jerome Mackey Judo, Inc. ("Judo") securities against 


losses, among other ings. ? 


4. At the time and Place aforesaid, the ¢efendanc, 
JAMES £, CORR, III, did testify falsely as hereinafter under- 


lined with respect to the aforesaid material matter ag follows: ° 
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COUNT ONE 
Bs Q. Now, Mr. Corr, I believe I was asking 
you about these friends of Jerome Mackey in Oklahoma. 

You mentioned two people, Dorsey Buttram and 
James Diamond. Have you ever heard of Bartesville (sic) 
Investment Corporation? 

A. That is Mr. Diamond's firm. 

Q. Now did you go out and speak with Mr. Diamond 
and Mr. Buttram? 

A. Yes, 

Q. And what was the nature of your conversation 
with them? 

A. Number one, I assured them that the company 
was doing well and that Jerry was not really personally re- 
sponsible for what had happened with Jerry Marshall in selling 
them another stock, he had nothing to do with it, and that 
I felt there was a bright future for the company because our 
progress in Florida was going well. 

The banks were working with us and I felt that the 
company was going to continue to do well and certainly would 
be better the next year than it had been the previous year. 

Q. Were these friends of yours or of Mr. 


Mackey? 


A. They were friends of Mr. Mackey's. 


* * * * 


Q. Did you ever own securities in a company 
called the Dusenberg Corporation or Company? 

A. Yes, 6 

Q. How did you acquire those securities? 

A. It was a finder's fee and it was fee paid 
For services I rendered to the .gorporation, 

Q. How much did you have? 

A, 110,000 shares, 

Q. Did you give any of that stsck to cither 


Mr, Buttram or Mr, Diamond? 


Q. How much did you give them? | 

A. I gave between the two of them 50,000 sharea | 
I didn't do ic at the time, 1 gave it at a Subsequent date. 

Q. When did you give them the 8tock? 


A. I mailed it to them at a subsequent date, 


you gave it to them? 
A. It was around two or three dollars «a share, 


Q. What was che Sending of the Stock to then 


» What purpose? 


| 
Q. What was the value of the Stock at the time 
| 


7 ~ * > * 
Q. . Your personal responsibility, your purpose 
in giving them Dusenherg stock was what? 
a, @& Measure of good faith, 


Q. What were they going to do vith the Dusenberg 


A. I told them, "I am confident you are not 
Boing to be hurt ‘n the stock; I will send you My personal stock 


to show how sure I am," 


Q. And what if the stock went down? 


A. I made no £uarantee on that poinrc. 


S.. ee they did lose money on Jerome Mackey did 
they have the right to recover? 


A. No, 


Q. Did they have the right to recover whatever 


they lostc by Selling the Dusenberg 8tock? 


Sf Le 


‘ 
6 4. 


was the purpose of giving Dusenberg 


Stock ase an &8eurance of not losing money? 


s 
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A. It was as much for good faith as anything else. 
Generally, they wanted me to show them I was working solidly for 
the company, 

Q. We didn't matter that you gave Dusenberg stock? 

A. No, sir, I know the people involved would say 
the same thing. I left on a very good note. I said, "I don't 
care what happened in the past with Marshall and the underw. iter; 
I didn't want him to have anything to do with then." 

I said, "I want you to know I think the company is 

going to do well.” 

Q. What is the point in giving them Dusenberg 
stock if they still lose money on the Mackey stock? They 
couldn't recover the stock by selling Dusenberg, could they? 


was useless, it wasn't their stock, was it? 


tis. or “tim ~~ A. I didn't give any guarantee they would or 
wouldn't I gave them a guarantee I was working solidly. 


Q., If they lose money on the Mackey stock what 


~ - 


is the point in giving Dusenberg stock if they couldn't use 


ee 


. the Dusenberg stock to save their losses? 

Seclkiias aaneeeee oan Aa Really, as I have stated three times, it 
was a measure of good faith ~~ I told them I felt so strongly 
about it. ag 

Q. But you wouldn't let them sell the stock, 
all you were giving them was steer, right? 


A. At a later date subsequent to the fact they 
did put up their money. had they lost their money we would 
have determined that, but at that point it wasn't a guarantee. 


Q. At the time you told them they wouldn't be 
able to sell or use it to collateralize loans with your 
Dusenberg stock, is that correct? 3 “ 
A. I told them that, I_know they understood that. 
The subject never came up again until your office met with che 
people. 
Q. My question ie, did you tell them that they 
could not use the Dusenberg stock in any way whatsoever even 


££ they lost money on buying into the Mackey offoring? 
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A. I never purposely said they couldn't use 
it for loins; the subject never came up, I don't know -- I 
have my stock hack. I don’t think it mattered. They are very 
wealthy people, I don't think they would have needed it for 
loans or to borrow on anyone's stock. They are multi- 
millionaires and I did it as a measure of good faith. 

* * * * 

Q. What I am suggesting -- I am not suggesting, 
I am asking you. It seems to me that there was a. general 
understanding on the part of Mr. Buttram, Mr. Diamond and Mr. 
Mackey that Buctram and Niamond couldn't this stock even 

-y suffered losses with the Mackey investment, is 
that correct? 
That they could not use it? 
Yes. 
That's correct. 

Q. I am trying to understand how they came to 
this understanding. Did you tell them they couldn't use the 
Dusenberg stock or did you write them a letter to that effect, 
or did you just go back home and deliver the Dusenberg stock 
without a letter? 

A. I told them that I personally was signing on 
a 60,000 dollar loan, personally, to buy stock in the company 
end that the company owed me a lot of money and the company was 
doing extremely well. 

Q. Did you tell them, Mr. Corr, that they 


couldn't use the Dusenberg stock in any way whatsoever if they 


¢ 
suffered losses on Mackey? 


A. Yes, I told them as a measure of good faith 


I_ had sent the stock; it wasn't a guarantee against loss. 
Q. Did you tell them that they couldn't use the 


Dusenberg stock even if they suffered losses? 


A. Well, I don'ts: understand: use it in which 


way? 


@. What good ie your Dusenberg stock if they 
cun't recover the losses should they suffer losses? 

A. It was my stock, in my mame. What could 
they do with irc? 

Q. You are telling me that if they lost on 


the Mackey stock, that that is their loss? 


A. That's right. 


* * ~ * * 


4. The aforesaid underlined testimony of JAMES Ez. 
CORR, III in Paragraph 3 of Count One, as he then and there 
well knew, was untrue because in truth and in fact (a) the 
Dusenberg Securities given to James Diamond and Dorsey 
“Buttram by the defendant JAMES E. CORR, III were intended to 
be used by Diamond and Buttram as a guarantee against loss 
in Judo securities; (b) Diamond and Buttram could sell the 
Dusenberg securities to recover any losses sustained by 
_Dienond and Buttram in Judo securities; and (c) the defendarit 
JAMES E. CORR, I1I did not receive back his Dusenberg secur- 


iices from Diamond. 


(Title 18, United States Code, Section 1623) 


COUNTS TWO THROUGH TWEL 
The Grand Jury further charges: 

_... ..2+ On or about the dates hereinafter get forth, in 
‘the Southern District of New York, JAMES E. CORR, III, the 
defendant. unlawfully, w/ lfully and knowingly in a matter under 
investigation and within the jurisdiction of the United States 
Securities and Exchange Commission, an agency of the Unired 
States, did falsify, conceal, and cover up by trick, scheme 
and device material facts and did make felse, fictitious ind 
fraudulent Statements and representart ons a6 heret nefter 
underlined, 

2. It was materi to gaid investigation to asce: tain 
the participation of the defendance JAMES £. CORR, III and ne 


others in the underwriting and aftermarket of the sccurities of 


Judo, and specifically to ascertain the following: (1) 
whether the defendant JAMES E. CORR, III guaranteed against 
loss; (2) whether the defendant JAMES E, CORR, III had 
brokerage accounts in the names of others; (3) whether the 
defendant JAMES E. CORR, III controlled accounts of others 
and sought with others to acquire control of Judo; (4) 
whether the defendant JAMES E. CORR, III used Judo securi- 
ties only for loans in 1972 and 1973; (5) where Joseph ; 
Sonberg and Kathleen Keogh had brokerage accounts; (6) 
whether Joseph Sonberg and Kathleen Keogh exchanged Judo 
securities for Health Delivery Systems, Inc. securities; 
(7) the substance of a conversation between Robert Drucker 
and the defendant JAMES E. CORR, III; (8) whether the 


defendant JAMES E. CORR, III made price projections to 


brokers and traders; (9) whether the defendant JAMES E. CORR 


III instructed R. Bruce Buschbaum to be high bid in Jud 
securities; and (10) whether the defendant JAMES E. CORR, 
III told Russell Wayne of the inaccuracy in the Value Line 


, COUNT TWO 


Q. Sir, did you ever personally guarantee Mr. 


Iiamond against losses in the stock of Jerome Mackey? 
A. No, and that is a very tough question, 


and a lot of people have spent a lot of time on it, and I 


personally know what Mr. Diamond's and Mr. Buttram's answers 


and testimony are. 


¢ 
It was, again ’-- again, it was a matter of cred- 


a MOT te 


ibility. I was brought in to assure them that something was 


happening with the company and I never guaranteed them a 


“* 
it in the stock. 


Q. Sir, did you ever give Mr. Diamond 30,000 


' 


shares of stock called Dusenberg? 
A. Yes, I did, 


Q. Would you please tell us the reason for 


e time it wae a matter of good faith. 

Everything that J -ry had previously taxen to Mr. Diamond, 
they had lost their money. I wanted to assure Mr. Diamond 
that thie was not something that I felt was flimsy or any 
way would fall out of bed, I felt the investment would be 
worthwhile, 

And the case in point came up concerning the stock, 

His comments were, "Well, you know, you fellows 
are coming out here asking me to put_up my.money, and why 
don't you buy the stock," and this and that...And my comments 
were that Mackey was not permitted to buy it and atthe 
time I was in effect buying a substantial. amount. of stock 
myself personally. --- sso. #8 sheer = 

I had indicated that | would. personally_buy- about 
15,000 shares, and this more.or less reass him;- -  -+-- 
: * ” * 


BY MR. TUCKER 


@. . Sig, you. 6tate you_gave.Mr..Diamond 30,000 


g¢hares of Dusenberg. Is that correct? 


A. Yes, 


wee 


Q. Whose 30,000 shares did that belong to? 


Sa25@€ 2S 


A. Me, personally... ..-6.--73 


Q.. .Coyld. you again tell us why you,.gave him 


the 30,000 shares? 


Ss & Vesr cous. 
A, -Well, I want to-show hin ~~ .and.it is all 
@ matter of other testimony now. T wanted to -show him..chat we 


weren € jyst trying take his $15,000. We did have ou wm 
t 


éie: 33 Wat @ Batter of exec 


I did have other asset.._ We .did raise « lot of.... 


assets. . 
money and we did need him at this.cime as an-investor. We 
neeced stockholders and I said, 4'Jim, I am buying 15,000 
shares myself and I would buy more, but. we don't -want ‘to 
wind up owning all of the stock that we are selling." 

And I said, "You can see that here is something 
that 10 tangible.” And it was worth a lot of money at the 


time and I said I have the money and assets and I would buy 


} 


more stock, a At was left at that, and I don't think there 
Was anything more that was -- and from the day they bought 
the stock, they actually had a lose for a long time, a 

peper loss, and there was never any uarantce, and never a 
point other than six or eight months down the road where 
they were even interested in buying or selling, and to this 


day Mr. Diamond still owns more stock than he ever originally 


purchased 
Q.- Did -you: arid Mr. “Diamond have any understanding 
as to what could be done with ¢€hé 30;000 shares. of Due -nberg? 
re us A. No.” Théeré was no specific understanding. 
It was something -that wae-done amorig feiends:- I told hir 
specifically I-did not think we would lose any money in Mackey. 
I said if we were givén thé “mhoney*from the “public underwriting, 
i? we were let tO continiié* doing what we are doing, I think 
the company is going to becouse very profitable and ill be 
very worthwhile, and we will need a couple of years to do 
C S: YOu State you gave Mr. >-ee- 

I-told*him I-felt-@e-tould:do certain acquisitions 
thac I had dene inthe past and we could make a very, very 
successful company dit‘of-it,. snares 2i+ -5:- 2658: 

* é mm, $S5Se.2.°% * + 

4. The aforesaid teetimony-of: the defendant 
YAMES- 5. CORR, fil, in paragraph three of Count Two, as he 
then and there*well* knew, Was: falsecemd concealed and covered 
‘upth= material: ‘facts- sec: forth in- paragraph 4 of Count One. 
“== (Title 18, United States Lode,- Section 1001) 


t 
COUNT THREE 


< 


“Do you maintain “ny brokerage accounts? 


Q 
A.” Yea, ad 
Q 


Tell -us ‘where, 
A I hdve about $0.: Do you want all of them 


or would you like a list? 


a 


Q. Well, why don't you Rive ue the ones that 
sore to mind, 
A. My most active account is at Raymond James 
& Company [sic Associates] in St. Petersburg, Florida, the 
main office. I have accounts at Merril Lynch, Walston, Hayden 
Stone, Dominick & Dominick, Cowen & Company, Hertemark & 
Company, Edw- -ds & Hanley, Ferkauf Roggen, F.I. DuPont, Glore 
Forgen, (sic) Loeb Rhoades, L.M Rosenthal, J.D. Winer. 
I probably have a lot more. 
MR. FILMORE: Mr. Corr, are these accounts in the 
name of James Corr or some other name? 
THE WITNESS 
7 * 
2. The aforesaid underlined testimony of defendant 
S E. CORR, III, in paragraph one of Count Three, es he 
then and there well knew was false and concealed and covered 
up the material fact that the defendant JAMES E. CORR, III 
opened and maintained brokerage accounts in wh. ‘ d tne 
beneficial interest in the names of Kathleen Keogh, Joseph 
Sonberg, Raphael Venturo [sic], Jose Cohen, Raymond Corr, 
Lester Van Ess, Dennis Ormond and Irving Berman. 
(Title 18, United States wode, Section 1001) 
COUNT FOUR 
June 26, 1973 
BY MR. TUCKER. 

a ©, Mr. Corr, at this time 1 would like 
to ask you whether you maintain control over any brokerage 
accounts that are not in your name? 

A. I would eey ell the majority stockholders, 


end I could name them with their approximate position, while 


‘ 
they have been involved with me for a long time. 1 exercise 


control not so much over the account ae I do the individual 
ae to whether they would buy or hold. As wae che case, when 


& stock was $3 or $4 a share. I advised these people that I 


ee TL 


thought they should double up on their ponmition beccuse 
in most cases we had substantial losses. Moet bought stock 
around 10 or 11 dollars. 
7 7 * * o 
I have an interest with a South American 
group of very substantial and wealthy people, the Venturo 
(sic) family. They are clients of Barry Drayer and origi- 


. 


nally from Chile. 

They wanted very much to participate in getting 
control of the corporation. They had a sizable position, 
and prior to the suspension I met with Mr. Kramer and I 
explained to him the situation. And we did want to in 
effect buy control, and we were in the process cf buying 


stock on the open market. 
With the stock ca the open market and my 205,000 


(250,000 sic) shares. we would control about 47 percent of 


the company 


And other insiders expressed an interest, and we 


have been basically going to make Mr. Mackey an offer, and 
we are in negotiation to make an offer, and he gave a price 
of what he wanted to sole (sic, sell) control and we were in 
the process of making that decision. 

So I exercised a lot of control over the Venturos. 
(sic) I don't exercise ccntrol over the majority of their 
brokerage accounts. They have then all over the country and 
world, and they do most of it through Bank America. 2 have 
no control over that. a a 

Probably most control again would be through Barry 
Drayer, power of attorney which they gave him. And when 
we were acquiring stock, in fact, we were giving dollar 
figures as to what we could acquire, how many shares and how 


many dollars involved. 


So_ you r’ght say complete control ae to dollar 
amount and specifically to buy Mackey stock. 


| 


ee ae ne re er LT 


That family includes Rafacl Venruro (sic) his 
company doctor, Issac Cohen, I think his brother, Jose Cohen, 
and Heime Venturo (sic). That would be almost complete control 
of one set of circumstances, not the entire brokerage business. 

7 a * * * 

2. The aforesaid underlined testimony of the 
defendant JAMES E. CORR, IIZ, in paragraph one of Count Four, 
as he then and there well knew was false and concealed and 
covered up material facts, namely, that the South American 
group did not want (a) to participate in getting control of 
Judo and (b) to buy control of Judo in the open market. 

__ (Title 18, United States Code, Section 1001) 
COUNT FIVE 


June _26, 1973 + 

1. Q. Could you tell us what bank loans you made 
in the last 18 months in excess of $20,000 and used Mackey 
stock as collateral? 


A. None. I have used Mackey as additional 


‘collateral but on the maiority of my collateral, most banks 


never want the stock.” 
For example, since the suspension, everybody has 
‘given me back the stock and I have put up other collateral. 
+ * ~ * ~ 
fe aedy See Q. Confining ourselves to 1972, did you put 
“up Mackey stock as collateral for any of your loans? 7 
A. Strictly -- 
pom Q. Not strictly. It could be Mackey in 
addition to other cdeens. Was Mackey used as collateral 
in connection with any other loans in '72? 
A, I don't know whether you recognize I put 


un my financial statement. I Rave a lot of unsecured loans 


DP dom & Yel s 


that go with my total position, 


ae 


we 


Whatever I have owned -- 


2.2 


ae ey oe 


Q. You are net answering the question. The 


question is in connection with any loan that was made in the 


‘ ° 
ee ed 


year 1972 did you put up Mackey stock as collateral? 


A. Yes, but not specifically Mackey stock be- 
cause the banks reaily don'c want an account of stocks. 


Q. In addition to whatever else you put up -- 

A. In addition to my other collateral, each 
bank has had my personal statement. 

Q. But Mackey, in addition with the other 


collateral, was put up in the year 1972 for a loan? 


* * 


2. The aforesaid testimony of the defendant JAMES 
E. CORR, III, in paragraph one of Count Five, as he then 
and there well knew, was false and concealed and covered up 
the material fact that the defendant JAMES E. CORR, III, 
filed two false loan applications in 1972 at the Underwriters 
Bank & Trust Company for the purpose of eetaining a forty- 
thousand dollar ($40,000) loan; said loan was made in the 
name of Joseph Sonberg ($26,000) and Kathleen Keogh ($20,000) 
and was secured only by 2,000 shares of Judo and not any 
additional collateral. 
(Title 18, United States Code, Section 1001) 
COUNT SIX 
June 26, 1973 
1. Q. Have you ever heard of Joseph Sonberg? 
A. He is my half-brother. 
Q. Do you know where he has maintained brokerage 
accounts in the last 18 months? 
A. Yes, ; 
Q. Where? 


A. Morgan Kennedy, Sterling Grace & Company, 


co 


and Raymond James & Company. 
Q. To your knowledge, de you know if Mr. Sonberg 
purchased Mackey stock? 
A. Yes, 
Q. Do you know how Mr. Sonberg came to purchase 


Mackey stock? 


A Yuu moan -- 

Q. Did Mr, Sonberg go out and call up a broker 
and place an order, to your knowledge, or did you? 

A. It really depends. I have full discretion 
on his account, 

Q. I am interested in the situation where Mr, 
Sonberg purchased Mackey stock, ; 

A. Well, there has been so many times. I am 
not being evasive but vou are dealing with the last 18 months, 
now. He purchased stock in Mackey a month ago or two months 
ago. 

He purchased stock 18 months ago. If you give me 


a specific time I can tell you whether he called or I called 


or -- 
Let's take the summer and fall of '72. 


Q 
A. Right. Summer and fall -- 
Qe Of 32, 

A 


I_ would say the majority of the times I would 
probably -- on the purchase side, I probably made the decisions 
and on the sell side, one very big time when we made a distribu- 


tion I made the decision with him to go ahead a.u sell it, 


~ * * * 7 

Q. Sir, I believe your testimony is that in 
most of the cases you entered purchase orders for Mr. Sonberg 
and in most of the cases you entered sell orders for Mr. 
Sonberg. Is that correct? 


A. Right. 5 


Q. Do you have any financial interest in that 


account, sir? 


A. Again, only towards accumulation. There 
“a 


1a9 never been a disbursement of one dollar Evervthine has 
| ————— ee one cotiar. b & 


been accumulation. Mr. Sonberg owns a lot of Macke stock. 
—_———— eles a it of Mackey stock 


Any dollars that have ever been put into the account have 
ee ES BCCOUNE Have 


+ 


been toward the accumulation. 
ete aCCumulation 


, Q. Who put the dollars into the account? 


FO es A ee —- - - — 


Originally he did with money that he was 
owed by . company and by me for services. My brothers have 
always worked for me. I have owed them money for their 
services and I have paid them whar I have owed them. 

Q. Well then, is it your testimony that the 
money used to purchase the Mackey stock in any of the 
Joseph Sonberg accounts were moneys that belonged to Joseph 
Sonberg. Is that correct? 

A. Money that he had coming to hin. 

For example, the corporation owed him money 
“Which -they_paid him. 


* * * * * 


LS RY On the sell orders for Mr. Sonberg, to 
‘your ‘knowledge, do you know if Mr. Sonberg had received 


ro¢eeds from the sale of his Mackey stock? 


“A-- As I previously stated, there has never 
been dollar disbursement. Always accumulation of other 


stock. And whatever stock is in the account, that belongs 
er Lk LY) FJ 


‘to Mr. Sonberg. 
PESsesin -s Q.” Sir, when he sold his stock in Mackey 
“during ‘any point in time do you know to your knowledge whether 


iehécks “were “issued by the brokerage houses to Mr. Sonberg? 


A. If they were, they were for small debit 
==tney were, they were for small debit 

-balances_because they were immediate repurchases made in 
————————— i onitccrate repurchases made in 


“the account.-- 


=< - “I-don't think there wat a time where anybody sold 


“and ‘took -a check, I think almost every time there was a 
eee ee LS 


sale, ther ig a counteracgy of a repurchase of securities.” 
Seba =e Sounreracg of & repurchase of securities 


* * oo © * * 


aces “-2, The aforesaid underlined testimony of the 


defendant JAMES E. CORR, pe Hr in paragraph one of Count Six, 


-as_he_chen-and there well knew was false and concealed and 
covered up ''2 following material facts: (a) Joseph Sonberg 
-did not maintain any brokerage accounts at Morgan Kennedy & 
Co. Inc., Sterling Grace & Co. Inc. and Raymond James & 


Company; (b) monies were paid out from the above-mentioned 


$9 Rg Ere meme ere en ee ee ee a 
accounts and deposited into the bank accounts of the defendanc 
JAMES E. CORR, III: (c) Judo securities purchased in these 
accounts were purchased using monies of the defendant JAMES 
E, CORR, III and not Joseph Sonberg; (d) Judo securities 
purchased in these accounts were purchased for the beneficial 


interest of the defendant JAMES E. CORR, III and not Joseph 


Sonberg, and (e) the defendant JAMES E. CORR, III made all 


decisions to purchase and sell Judo securities in the above- 
mentioned accounts, 
(Title 18, United States Code, Section 1001) 
June 26, 1973 
i. Q. Kathleen Keogh? 
A. She is my ex-wife. 
Q. ng the last 18 months where has she 


maintained accounts? 


A. terling Grace, Raymond James Fingerhut 
& Company, Cowen & Company, Hartzmark and Company. 


Q. Did , ow have control over these accounts? 


A. I had full control over the purchases and 


Do you still maintain control over these 
accounts? 
A. No. 
Q. Do you know whether those accounts still 
own any Mackey stock? 
A. She owns mo Mackey stock whatsoever. 
Q. Did you have financial interest in those 


accounts when you maintained control? 


A. Only to the extent of money that we owned 
from joint property. We were TE and we had substantial 
interests in property and disbursement from the property 
and once we had money in the stock market, and to the extent 
that we traded out of our joint account was my financial 


interest. Just this year it has been divided up_and whatever | 
money was hers has been paid to her. ; - 


1 would eny there wis probably a 50/50 asplitup 
based on the equity maintained in Lhe accounts. 
* * * * 
So in 1972 dic she know you were purchasing 
Mackey stock ver? 
Yes. 


How do you know that she knew? 


A As _ 1 previously stated, there was joint moneys 
involved. There was community property, joint property, there 
were stocks we owned together, and she received a copy of 
every trade slip, and I would talk co her three or four 
times a week and tell her what we were doing. 


-. Q. Sir, to your knowledge, do you know if any 
checks from brokerage houses were issued to Kathleen Keogh? 


A. Again, they would be like debit balances. 
Again, they wourd be iike cebit balances 


I-hardly ever_sold where we didn't make a substitution. If 


checks were issued “they would be for debit balances, and I 


don't-believe-they would be substantial-because almost in 


every case we made substitutions. 


* iio. RS Sta oki. ccat SEr. Sh 


file: 2. The aforesaid underlined testimony of the 
defendant JAMES E. CORR, III, in paragraph-one of Count Seven, 
as: he-then and there well knew was -false and concealed and 
covered up the following material facts: (a) Kathleen Keogh 
did not maintain any: brokerage accounts~‘at Sterling, Grace & 
Co> Inc. ,.. Raymond: James & Co., Fingerhut & Co., Cowen & 
Company and Hartzmark & Co.; (b) checks- were issued in the 
name of Kathleeh Kedgh and devsekiad into bank accounts of 
the defendant JAMES E.- CORR, III; and (c) the accounts were 
not joint accounts and there was no 50-50 splitup bascd on 


the equity maintained in the accounts. 


roe (Title 18, United States Code, Section 1001) 


July 9, 1973 


oe a 


1. Q. Okay, 


Mr, Corr, I don'c want ta leave the area of the 


e 


3 _—— — ns 
t—- ERIC CDF POSER SF SEO OT 


ILS: 44 
carly in 1972, but I would just like to go a bit 


meetings 
further in this + et. 

The need for you to find individual shareholders, 
as you have indicated to the staff, in order to satisfy the 
NASDAQ requirements for number of shareholders, necessitated 
that Mackey stock be sold to individuals, and that you had 
some control over these shares, and for one, Mr. Bradley, 
you told him he could sell the shares. You told him why he 
could sell the shares, and you also told him that . order 

get those sold, some Health Delivery Systems would have 
to be purchased? 
A. Right. 


Q. Mr. Corr, who else, to your knowledge, went 


through a similar set of transactions? 


A. Okay. I did myself, Joseph L. Sonberg, 


Oan Keough (sic), Kathleen Keogh, Irving Berman, Bartlesville 


Investment Corporation, Dr. Ormond, Mrs. Ormond, and I think 
that is it. Yes. 
- * a. ~ ~ 
2. The aforesaid underlined testimony of the 
defendant JAMES E. CORR, III, in paragraph one of Count Eight, 
as he then and there well knew was false and concealed and 
covered up the material fact that the accounts at Morgan, 
Kennedy & Co. Inc. in the names of Joseph Sonberg and Kathleen 
Keogh were accounts opened and maintained for the beneficial 
interest of the defendant JAMES E. CORR, III; said shares 
were owned by the defendant’ JAMES E. CORR, III and sold 
through these accounts opened by the defendant JAMES E. 
CORR, IIl. 
(Ticle 18, United States Cade, Section 1001.) 
COUNT NINE 
July 9, 1973 
1. Q. Sir, do you know an individual by the 


of Robert Drucker? 


A. TI only mat him one time. 


SSN cine anna < ener 


se 


Do you know who he is? 


Q 

A Yes, 

Q. Who is he? 
A 


He's a principal at Commonwealth Chemical, 


a@ stock brokerage, NASD member firm. 


Q. When you say you mec hin once, face-to- 


A. Righe. 


Q. Did you ever have any telephone conversa- 


tions with him? 


A. 
Q. 


had the conversations with him? 


Several. 


Do you recall 


the time period in wkich you 


A. 


It was in the period from the time that th 


@ 


rumors started spreading around 


about Mackey, 


I called up Mr. Drucker, and I told him that, if 


| 

| 

I could prove that he was Spreading an untrue rumor, I was 
Boing to take him to the NASD. 

| And he -- 

Q. When was this conversation, sir? 

A. Back in July of 1972 was the first time 1 
| ever spoke to him. 

| 


Q. And subsequent conversations, do you recall 


A. I called him several different times, 1 


wanted to get him off 


the machine on the stock, 


He was spreading rumors. 1 have at least -- 
6 


what I believe some other people will testify to as to the t's 
rumors he was spreading that were indirect violations of the 7) 
NASD rules, “ 


Q. When you say ydéu wanted to get him off the : 


machine on che stock, do you recall what was said in connection 


, with that? 


A. He said I'm makine a ton of 
EE Ea ton of 


money in the ; 

mney in the a 
Stock, He said I've por a lot of inside information, He 
OSA TOL of inside information. He 


060 ED cee ene <n eee 


a 


(OPE On + ne ee ee > eee ee oe LS Tasctcr-c_-""_«c1c | 
Suid you guys are all poing to jail you're in a lot of 


trouble. 


He said I'm not dropping off the machine. 
cropping off the machine 


Q. When was this, sir? 

A. In July. 

Q. Sir, do you recall any conversation with 
Mr. Drucker concerning a stock called Unimet? 

A. Right. 


Q. Do you recall when you had that converse- 


A. Right. He was -- I had a big position in 

Unimet.’ He was short the stock. He was looking for stock. 

He came in to -- I forget whether it was Raymond 
James or Morgan, Kennedy -- and he was loc cing for 5,000 
shares of stock. P 

I called him up directly and said, "What do you 
want to pay for the stock?" 

I think he said about $8 a shere. 

I said, "All right," I said, "I'll tell you what," 


» “I'll swap you Unimet for ar equal amount of Mackey." 


He says, “What, are you crazy?" He says, "That's 
— ee he 


I said, "I understand you're a big player," I said, 
"You are short the stock." I said, “Here's a chance, if you 
think the stock is collapsing, here's a chance to short 


another $70 - $80,000 worth of tock. 


“I will give you 10,000 Unimet at 8," I said, 


“And you sell me $80,000 worth of Mackey." I eaid -- 
Q. How many shares? 
A. At the time that would have been about 
10,000, " 
Would have been an equal swap, Mackey was about 


7-1/2, 8 dollars 


So, he eaid, "Well, I'm telling you the stock is 
going to zero because Morgan Kennedy is going out of business," 


“How the hell do you know that?" 


He says, "I know everything ,"" he says, 
got friends at the NASD. I've got friends at the 
have friends at the U.S. Attorney's office, 
"Every stcck I short you get on the machine and 


He watched the Unimet. It's down from 12, It's 


It turned out he was right. The stock went 


* * * * * 
Q. Are you ssying, sir, that you did 

to buy 10,000 shares at $9 a share? 
A. The stock wasn't 9. It wae 7-1/2, 8. 


Q. That's not the question, 


The question is what you offered fo pay him for 
the stock. 

A. I have no recollection of that. I told 
him I would Swap whatever the dollars were. Whatever I got 
from the sale of the Unimet he could give me Mackey. 

Q. Sir, do you recall if Mr. Drucke 
you to send in a broker to bid 10,000 shares at $97 

A. Yes. 


And I believe -- it wasn't $9. We sent in -- I 


e 


don't know -- I can't remember wher’ it was Sterling, Grace 


or Raymond James, but I sent someone in with a bid, and he 
refused it, 


* * * * * = 
t 


Q. To the best of your recollection, what 


wes said at that conversation? 


A. I said I would swap him, I said -- I 
” 


think it's the firse time I ever spoke to him -- I said, 
“Drucker everybody tells me" -- 


Q. This was not the firsc time you spoke to 


A. About making a trade. 


T'seid, "You're supposed to be a big hitter. 


You're telling everybody you're busting Mackey, you're 
killing everybody's stock. 
—————Th_fverybody 8 stock 


"Here's a chance, if you really want to gamble, I'11 
sell you 10,000 Unimet; you'll sell me an equivalent amount 
of Mackey, dollar for dollar," 
* 7 * * * 
Q. Did you stare to Mr. Drucker as to how 
many shares you were willing to buy of Mackey? 
A. I think I told him, before you are poing 
to make the company worn, I will buy the whole company and 


make it a dollar. 
Seat COL SBT 


He told me he was going to make the stoc,.. a dollar. 
He said he was going to bust it, just like he busted all 


the other stocks up there. 
Q. Do you recall telling Mr. Drucker you were 
willing to buy up co 40,000 shares of Mackey? 
‘A. I think I told him I would buy the whole 


company. Ke said he was going to make it a dollar. 1 said, 
"If you do make it a dollar I will buy the whole company." 


Iam -- I don't think I said $40,000. 
ee A 


r * ” . * 


2. The aforesaid underlined testimony of the 


defendant JAMES E, CORR, III, in paragraph one of Count Nine, 
as he then and there well knew was false and concealed and 
covered up material facts, namely, that they did not first 
speak in July, 1972, and Robére Drucker and the defendant 
JAMES E. CORR, III, did not say in the above-mentioned con- 
versation what the defendant JAMES E. CORR, III testified 
was the conversation. ’ 
(Title 18, United States Code, Section 1001) 
COUNT TEN 

July 9, 1973 

1, Q. Did you ever make any price projections 


to Mr. Buschbaum or anyone elae, concerning the Jerone Mackey? 


A. I don't belicve go. TI specii.. illy always 
told people that the company was extremely well, that 
historically any company that I have been associated with 
that did well, and could double their sales in earnings it 
was a situation. We made earnings projections. 

* * * * . 

2. The aforesaid underlined testimony of the 
defendant JAMES E. CORR, III, in paragraph one of Count Ten, 
as he then and there well knew was false and concealed and 
covered up the material fact that the defendant JAMES E. 
CORR, III made price projections to brokers and traders, 
including, but not limited to R. Bruce Buschbaum, Daniel 
Salant and Richard Sobel. 

(Title 18, United States Code, Section 1001) 
COUNT ELEVEN 
July 9, 1973 

1. Q. Sir, was he [Buschbaum] at high bid 
at your inscructions? 

4. No, not at my instructions. 

What the instruction were (sic), and what che 
verbal commitment was, that on any given day that he had to 
buy a lot of stock that I would put it in my account, or I 
would find him a buyer. 

That was how we work, and that was something that 
we met with David Grace and the principals in the firn. 

I repeatedly told him, "When I'm travelling," 


I said, "Bruce, you have got to play it by ear. If I am 


‘ 
gone one day, you can't buy the whole company." 


And that's just about what he did in one period of 
time. He just about bought the whole damn company, rather 
than -- I told him many times, "For Christ's sake, go 
down. The stock doesn't have to stay there. Let it go 
down, 

But he was fighting a ehorr, and I think the 


rest of the people in that firm will testify to that. 1 


_—- PLS eee 


know I have upoken co them ar, ic, and they think he was 


| 


He personally cost « about half a million dollars 
doing what he did, 

7 * * ” + 

2. The aforesaid underlined testimony of the 
defendant JAMES E. CORR, III, in paragraph one of Count Ele 
as he then and thore well knew was false and concealed and 
covered up the material fact that Buschbaum did maintein a 
high bid in Judo securities at the instructions of the 
defendant JAMES E. CORR, III. 

Title 18, United ‘tates Code, Section 1001) 
COUNT TWELVE 

Q. In the Value Line writeup, which is dated 
August 11, it is stated in there that, page A991, the second 
complete paragraph on that page, states within the -- "Within 
the past week Mackey announced that it had purchased for an 
undisclosed amount of stock, Telephone Sales and Service, 
Inc.," and it goes on. 

A. Right. That is a misquote, and I called 
Wayne u sbout that. We in fact never did purchase the 
company, 

Q. When did you call Mr. Wayne up? 

A The day that 1 received this. 

Q. What day was that? 

A I would have to check the date that we 
actually received this. [¢ was printed August ll, 1 don't 
think we got it until a day or two later. I told him thac 
Was a mistake. We never did make that announcement, 

Q. What did he eay Co you when you told hin 
it was a mistake? 

A. He said ha thought he had send [sic seen) 
it in the trade newspapor, I said, Well." I_ said, “we never 
completed the purchase” Marcer 3 fact, I spoke to the 


attorneys about that, and they told me that the burden of 


ee oe a te ine ne pee a ) ee ean? f | 
& 
information of thie nature rests on Value Line for somerhing 
that wes untrue, because we certainly never announced that 


we completed the purchase, 


Q. Was that before or after you told Mr. 
Russell -- Mz. Wein -- was that before or after you had a4 


converaecion with Mr. Wayne? 


| 
! 
* * * * * 


A. I called him first. I called him to get 
now: reprints of this, and I also told him, I said "Russ, 


you know, you made a mistake here." I said, "We never 
announced that we had acquiied Bradley." 

I_ said, "We haven't completed the deal." 

He says, "Well, I thought I read in the trade 
paper, or something, where you announced that you had 


completed it." 
o * + , ” 


2, The testimony of the defendant JAMES E. CORR, 
III in Count Twelve, as he then and there well knew was 
false and concealed and covered up the material fact that 
the defendant JAMES E. CORR, III never called Russell Wayne 


to edvise him that the Value Line article was incorrect. 


Softies.” 


(Title 18, United States Code, Section 1001) 
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Mackey-direct 


HENRY JEROME MAAC EB Y, called as a 


witness by the Government, having been first duly 


sworn by the Clerk of the Court, testified as follows: 
MR. SORKIN: May I proceed, your Honor? 


THE COURT: Please, 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


Mackey - direct 
(Court Exhibit 1 marked.) 
DIRECT EXAMINATION 
BY MR. SORKIN: 
Q Mr. Mackey, please keep your voice up so all the 
jurors can hear you. 
Mr. Mackey, how old are you? 
A 45. 
Q Could you tell us very briefly your educational 
background. 
A Yes. 
I have academic education through high school, 


and then I came to New York to go to Julliard School of 


Music, where I went for seven years, and one year privately. 


Q Mr. Mackey, have you ever been convicted of a 
crime? 
A Yes, I have. 
Q When? 
Within the last 60 days. 
And where is that, sir? 
A In the Eastern District of New York. 
Q And what was the charge and the crime for which 
you were convicted? 
A It was mail fraud. 


Q Are you waiting to be sentenced at this time? 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COUP. THOSE 
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Mackey - direct 
A Yes, sir, I am. 
Q What, if any, understanding do you have with the 


United States Attorneys Office for the Southern District 


of New York with respect to your sentencing in the Eastern 


District of New York? 

A The only understanding I have is that -- that th 
Southern District will write a letter indicating my degree 
of cooperation in this trial. 

Q Mr. Mackey, have you ever heard of a company 
known as Judo, Inc.? 

A Yes, sir. 

Q What was Judo, Inc., or what is Judo, Inc.? 

A That was the predecessor of Jerome Mackey's 
Judo, Inc. 

It was formed ir 1958 by me. 

Q And did there come a time when Judo, Inc. change 
its name? 

A Yes, 

Q And when was that? 

Approximately 1971, I believe. 
And what was the name that it was changed to? 

A Jerome Mackey's Judo, Inc. 

Q Mr. Mackey, were you a principal of Jerome 


Mackey's Judo, Inc.? 
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Mackey - direct 
Yes, I was. 
What was your position with the company? 
President and Chairman of the Board. 
Did you teach Judo, Mr. Mackey? 
A Yes, sir. 
Q What is your education with respect to Judo? 
Whet is your background there? 


A I am a fourth degree black belt in judo. 


A I began teaching in 1956, and have been teaching 


every since. 


Q How long did you teach judo? | 


en 


SOUTHERN DISTRICT COURT REPORTERS. US COURTHOINE 


Mackey-direct 


CROSS EXAMINATION 
BY MR. LESCH: 
Q Mr. Mackey, my name is Mr. Lesch, Mr. Corr's 


lawyer. You mentioned yesterday that you were indicted 


in the Eastern District of New York, is that right? 


A That is correct. 
Q That was an indictment relating to a scheme 
to defraud a number of people who purchased the right 


to distribute tapes, is that correct, sir? 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 


Mackey-cross 
That is correct. 
And those tapes were tapes that gave lessons 
On how to do Karate and Judo and Kung Fu and that kind 
of thing? 
A No, sir. 


Q What kind of tapes were they? 


A They were eight-track stereo tape distributorships. 


What was on the tapes? 
It was songs that you would hear on the radio, 
of thing. 


Did it have anything to do with Karate and 


No, sir, unrelated. 
And you created a company called Mackey 
Distributors, Inc., is that right? 
A That is correct, yes. 
Q And you represented that that company was a 
subsidiary of Jerome Mackey's Judo, Inc., is that right, sir? 
A That is correct. 
Q And in fact it wasn't a subsidiary of Jerome 
Mackey's Judo, Inc., is that correct? 
A That is wrong. It was a subsidiary. 
Q It was a subsidiary. So when the indictment 


in the Eastern District said it wasn't, they were in 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


mprf 11 Mackey-cross 
error? 

A They were _.. error. 

Q And these tapes were sold to a number of dis- 
tributors, were they not? 

A Yes, sir. 


Q And they were sold by making a number of repre- 


sentations to those distributors, is that correct, sir? 


A Yes, sir. 
Q For example, the distributors were told that they 
would get cabinets to put the tapes in, is that right? 


A That's right. 


SOUTHERN DISTRICT COU! T REPORTERS, U.S. COURTHOUSE 
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Mackey - cross 


And that was a false representation, wasn't it? 
At times it was true, and at times it was false. 


Q A lot of the people who bought these tapes 


didn't get the cabinets that they paid for, is that right? 


A That's right. 

Q And they were also told that their cabinets 
would be stocked with other tapes from time ‘> time, were 
they not? 

A They were. 

Q And that was a false representation, wasn't it? 

A Some of them were restocked from time to time, 
is my understanding. I didn't personally operate that 
company. 

Q You didn't make*those false representations? 

A I didn't make those false representations, no. 

Q And you didn't know that those false represen- 
tations were made? 

A Absolutely not. 

Q And yet you were convicted, weren't you? 

A That's correct. 

Q -- of six or seven counts of fraud in this 
scheme to sell these -- 

A Six counts, yes. 


Q Six counts? 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
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Mackey - cross 
And that was an erroneous conviction in your 
opinion, is that right? 


In my opinion it was an erroneous conviction, 


Because you were entirely innocent, is that 


I was entirely innocent. 


I see. 


The fact is that Mackey Distributing got a lot 


of money from these various individuals who bought the tapes, 


isn't that true? 

A Approximately $300,000. 

Q And that money -- has that been returned to 
those individuals? 

A Not to my knowledge. 

Q And there was talk of advertisements in news- 
papers, that is, that Mackey Distributors, Inc. would cause | 
a lot of advertisements to be placed in newspapers so that 
those tapes could be sold? 

A That was the subject of that indictment. 

Q And tha. was used in order to sell these tapes 
to these distributors, was it? 

A That's right. 


Q And those advertisements were never put in the 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
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mpe 3 Mackey - cross 


newspapers, were they? 


A You are incorrect in that. Apparently the adver 


tisements were put in the newspapers, although I had no 


knowledge of it. 
Q They were put in? 
Yes. 


But the Governme: sharged that they weren't 


A No, I believe the Government charged that they 
were put in. 
Q The advertisements were put in in order to help 
sell those tapes? 
A Yes. That was the clai~ of the Government. 
Q And you sold franchises to a lot of people. On 
man's sum was Paul Suk. 
A Yes. 
Q And another name was Fred Cole? 
A That's correct, whatever it was. 
Q And they aaa money for those franchises. 
That's my understanding. 
Thomas Conner was another? 
Yes. 
And John Metzger and Mort Flynn and Dale Webb. 


Yes. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
POLFY SOUIARF NEW YORK NY — 71.1090 


100a 
162 


Mackey - cross 

Q Now, do you remember the date that you were 
convicted in that case, sir? 

A I don't remember the exact date, but it's been 
within the past 60 days. 

Q It was on October 14, 1975, wasn't it? 

A That could be it, yes. 

Q And then -- now, you have to be sentenced in 


case, right? 


A That's right. | 


Q Has a date been fixed for your sentencing yet? 

A I believe a tentative date has been set for 
January 15th. 

Q Now, that is a little long, considering that yo 
were convicted on October l4th, isn't it? 

A Is that right? 

MR. SORKIN 1 object to whether it's long. 
THE COURT: Objection sustained. 

Q Do you know that your attorney wrote a letter t 
the Judge in the Eastern District of New York asking that 
the sentencing date be put over until January, so that you 
could first testify in this case and be of help to mr. 
Sorkin? 

A I am aware of that, yes. 


Q And do you know that before he wrote that letten, 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUS:: 


the United States Attorney for the Eastern District of 
New York, a man by the name of Mr. Trager wrote a letter 
to Judge Weinstein on the subject of sentencing in that 


case? 


1011 
mpe 5 Mackey - cross 
| 
| 
| 


Yes. I've seen that letter. 
Is this a copy of the letter? 
It appears to be, yes. 


MR. LESCH: I offer this in evidence, Mr. Sorkin. 


| 
| 


MR. SORKIN: Thank you. 

Your Honor, I will concede that this is the 
letter. I object to its admission on the grounds that I 
don't think Mr. Mackey is responsible for what his lawyer 
wrote. 

MR. LESCH: This isn't the lawyer. This is the 
United States Attorney. 

MR. SORKIN: I am sorry. For what Mr. Trager 
wrote to the Judge. I think he is entitled to ask if he 
knows, but I don't think Mr. Mackey can testify to what 
went through Mr. Trager's mind when he wrote to Judge Wein- 
stein. 

Your Honor, I am offering this for 
very simple reason. 

THE COURT: i can't pass on it until I see the 


letter. 
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1 mpe 6 Mackey - cross 
2 | MR. LESCH: I am offering it because Mr. -- 
3 MR. SORKIN: I object to any statements until 
4 the Court rules on it. 
5 MR. LESCH: I think it will be apparent to the 

‘a 

5 Court. | 
7 THE COURT: The objection is sustained. 
8 MR. LESCH: Will your Honor hear me at the side 
9 bar? 
10 THE COURT: I don't have to hear you. Next 
11 question, please. 
12 


Q Do you know that Mr. Trager, the United States 


TH}: COURT: I am going to surtain the objection 
even before it is made. I have just rulea on that letter, 
and you are attempting to get before the jury what's in 
that letter, and I will hold that a recommendation from the 
19 United States Attorney, whatever it is, is irrelevant to 


this case. You have proof that this defendant is convicted 


| 

13 | Attorney in the Eastern District, said to this Court -- 
| 
of a crime. You have the nature of the crime. He has not 


MR. SORKIN: Your Honor -- 
| 
| 
! 
| 


22 

23 Now, put the next question. There will he no 

2 more discussion on this. 

xs MR. LESCH: Will your Honor hear me on ue side ‘ 
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mpe 7 Mackey - cross 
bar on this? 

ThE COURT: No, we are getting too many side 
bars by lawyers in these cases. That's one reason these 
cases go on for five and six weeks. 

I have ruled. It is no more relevant than if 
he had made a recommendation opposite to what is contained 


therein. The Judge makes the determination. 


MR. LESCH: May I have this marked for identi- 


fication, please. 
THE COURT: Mark it for identification. 
(Defendant's Exhibit A marked for identifica- 
tion.) 
Q Now, after Mr. Trager wrote to the court, your 
lawyer wrote a letter, didn't he? 
A Yes, six. 
Q And is this a copy of the letter that your 
lawyer wrote? 
A It appears to be so, yes. 
MR. LESCH: I have this in evidence. 
THE COURT: Show it to Mr. Sorkin, please. 
MR. SORKIN: Objection, your Honor. 
THE COURT: Let me see the letter, please. 
Are you offering this letter? 


MR. LESCH: Yes. 
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l0da 
Mackey - cross 
THE COURT: Objection overruled. 
(Defendant's Exhibit B for identification, was 


received in evidence.) 


MR. LESCH: May I read it to the jury, your - 


Honor? 

THE COURT: It is in evidence. You may. 

(Mr. Lesch read to the jury from Defendant's 
Exhibit B in evidence.) 

MR. LESCH: I believe Mr. Sorkin will agree 
that the law firm on the letterhead represented Mr. Mackey 
at the trial. 

‘Mr. Lesch continued reading to the jury 
Defendant's Exhibit B in evidence.) 

Q So you know, do you not, Mr. Mackey, thz* your 
testimony in this case has a bearing on the sentence that 
you are to receive in the Eastern District of New York? 

MR. SORKIN: Objection as to form, your Honor. 

THE COURT: He may answer it, if he can. 


THE WITNESS: Yes, I know it has some bearing 


Q If Mr. Sorkin comes over to the Eastern Distric 
of New York and says that you have fully cooperated with 
the Government, you know that may have an influence on the 


Judge in fixing your sentence, is that risht? 
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Mackey - cross 
I know it's possible, yes. 
Q So you have every interest to make Mr. Sorkin 
happy, don't you? 
MR. SORKIN: Objection. 


THE COURT: Sustained as to form. Please raise 


up quickly and make your objection promptly. 


Q Now, in the investigation in the distributors 
case you were also investigated by the District Attorney of 
Nassau County, is that right? 

A Yes. 

Q And you lied to the District Attorney of Nassau 
County in that investigation, didn't you? 

A Absolutely not. 

Q And if Mr. Trager said that you did, he would 
be in error? 

A He is in error. 

MR. SORKIN: Objection. 
THE COURT: Objection sustained as to form. 

Q Do you know that the United States Attorney for 
the Eastern District of New York has made that statement to 
the Court, that you lied in the Nassau County investigation? 

MR. SORKIN: Objection, your Honor. 
THE COURT: Objection sustained. 


Do you know that your conviction of a crime is 
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mpe _0 Mackey - cross 
considered a very important matter in the Eastern District? 
MR. SORKIN: Objection as to form. 


THE COURT: Considered important by whom? 


I would think the conviction of a crime in any 


Court is important, and you don't. have to ask a witness 
that. 
Now, put a relevant question. 

Q Do you know that it is considered a major 

consumer fraud in the Eastern District of New York? 
MR. SORKIN: Objection. 
THE COURT: Objection sustained. 

Q Do you know that you are under the danger of 
going to jail for a long time as a resuit of your convic- 
tion in the Eastern District of New York? 

A res, Tt da. 

Q You say you were convicted of six counts. 

Do you know how many years in jail you can spend for those 
six counts? 

A No, sir. 

Q Well, the title was 18 USC, Section 741. 

MR. LESCH: Mr. Sorkin, will you stipulate 
with me as to the number of years he can spend in jail on 
each of those counts? 


MR. SORKIN: Your Honor, I object. I think Mr. 
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mpe ll Mackey - cross 
Lesch has made his point and I don't see what relevance it 
has. 

I will stipulate to it. The penalty is five 
years in prison, for a total of 30 years, and a fine is 
involved as well. 

THE COURT: If the Court should impose consecu- 
tive sentences. 


MR. SORKIN: That's correct, sir. 


Q Mr. Mackey, you are now facing 30 years in jail 


for your corviction in the Eastern District of New York, 


is that right? 


A If you say so. 
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Mackey - cross 


Q Who was the Chief Executive Officer of Jerome { 


Mackey's Judo? 
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Mackey - cross 
I was. 
When a decision was to be made with respect to 
the location of the franchises, who made that decision? 

A x did. 

Q When a decision was to be made as to compensa- 
tion of employees, of important empioyees of the company, 
who made that decision? 

A I made that decision. 

Q When a contract was to be entered into for 
advertising services, who made the decision as to whether 
that contract would be entered into? 

A I did. 

Q For example in the Milt Warner Associates 
agreements there was a commitment, was there not, to issue 
a substantial amount of shares of stock? 

A Yes, sir. 

Q Judo agreed to pay $150,009 in cash also, 

did it not? 
A Yes, sir. 


Q 10,000 shares of Judo common stock and also to 


provide Milt Warner Associates with judo and karate courses 


or issue an additional 10,000 shares of stock at the option 
of Milt Warner Associates? 


A Yes, sir. 
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Mackey - cross 311 
Q That was a substantial commitment to the com- 
Pany, was it not? 
A I think it was, yes. 
Q That was your decision, wasn't it? 
Basically it was mine, although it was discussed 
with the Board or Directors and a meeting was held as I 


recall. 


Q But you were the only one -- you held the ultima 


power in that corporation to decide whether that agreement 
would be made? 

A I believe that's correct. 

Q If you will pardon -- 

A If I wanted that agreement. 

6. -* If you had wanted it and the rest of the Board 
of Directors had not wanted it, that agreement would have 
been entered into? 

A Probably my opinion would have sustained. 

Q Indeed at all times relevant to this case, I 
believe, '71, '72, and '73, you owned more than 50 percent 
of the outstanding common stock of Jerome Macke Judo, didn't 
you? 

A Yes, sir. 


Q In August I believe Government's Exhibit 1 will 


~ 


show that you owned 96.3 percent of the stock, August, 1971, 
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is that right? 

A 93? 

Q 96.3? 

A Yes, I think. 

Q That was approximately? 

A That is approximately correct, prior to the 
underwriting. | 

Q And after the underwriting or at the end -- go | 
to the end of December, 1972, you owned 57 percent of all | 
the outstanding stock, isn't that right? | 

A Probably correct, in that vicinity. | 

Q And in the end of December, ‘73, you still owned 
more than 50 percent of the outstanding common stock? | 

A Yes, sir. | 

Q So at no point at any time relevant to this | 
case did you own less than a majority of all the netenenneny 
stock? 


A That's correct. 


Q And under the bylaws and the certificate of 


percent of the Board of Directors of that company, is thi? 


true? 


| 
incorporation, you had the power to elect one hundred | 
| 
| 
|| 


I believe that is true, yes. | 


Is this the form 8A that was filed on behalf salt 
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Jerome Mackey's Judo with the Securities and Exchange 
Commission. 

MR. SORKIN: Your Honor, may we again just have | 
that marked. I'm not sure what year that is. 


MR. LESCH: I will mark it in a second, Mr. 


Sorkin. 
Maybe we can save the step and I can offer it 
in evidence. 
Well, it appears to be that, yes. 
(Defendant's Exhibit BB marked for identifi- 
cation.) 
LESCH: I offer Exhibit BB in evidence. 
SORKIN: Objection as to relevance. 
MR. LESCH: May I point his attention to the 


passage that I have in mind. 


MR. SORKIN: If Mr. Lesch shows me, maybe I can | 


resolve it. I don't know what part he is talking about. 
MR. LESCH: This sentence here (indicating). 

SORKIN: Again, your Honor, relevance. 
LESCH: Did your Honor hear the passage 


that I was referring to? 


THE COURT: Show it to me, come up here. 
(At the bench off the record.) 


MR. SORKIN: I will withdraw th. objection. 
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(Defendants' Exhibit BB received in evidence.) 

MR. LESCH: May I read one sentence. 

THE COURT: Yes. 

MR. LESCH: This is form 8A filed by Jerome 
Mackey's Judo to the Securities and Exchange Commission. 

In the caption, description of capital stock. 
It says, “Therefore holders of more than 59 percent of the 
Shares voting for the election of directors can elect 100 
percent of the directors." 

Q So, Mr. Mackey, it is correct, is it not, that 
throughout 1971, 1972 and 1973 ana indeed after that time, 
you and you alone had the power to elect the entire Board 
of Directors of Jerome Mackey's Judo, Inc.? 

A That's my understanding, yes 

Q Mr. Corr was a consultant of the corporation, 
was he not, sir? 

A Yes. 


Q He was paid for financial services and services 


relating to the sale of the franchises, isn't that riqht? 


A Yes, sir. 

Q Those were the only services that he was paid 
for, isn't that right? 

A Well, I think the agreement ‘hat he sianed 


included more services than just the services relating to 
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franchising. It was his job to acquire banking. ile also 
was working under a 5, Se Se. 2s. } Oo acquisitions. 

MR. LESCH: He never got paid for that, 

THE COURT: Let him finish, please. 

MR. SORKIN: Your Honor, I object. 

A He was working on getting publicity, getting 
financial publicity for the company, mergers, acquisitions, 
those were the areas that he was involved in. 

It was reflected in that contract as I recall. 


Let me see if I can refresh your recollection 


Exhibit E in evidence is the 1972 10K, you will 


recall. 

Directing your attention to this language, 
"He received compensation for financial"-- 

THE COURT: Now you are reading something. 

MR. LESCH: It is in evidence. 

MR. SORKIN: I don't think he needs his recol- 
lection refreshed. 

He wasn't asked a question. 

MR. LESC! He was asked the question whether 
he was paid for financial services and services relating ‘io 
the sale of franchises. That was language which was quoted 


from the 10K and I am now asking him -- 
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THE COURT: All right, put the question to him 


and don't make a speech about it. 


Q 


A 


A 


Q 


Have you seen this document now? 


Well, I will have to. This is the 10K for. what 


1972. 
Yes, 


Is it correct that he was being paic for 


financial services and services relating to the sale of 


franchises? 
A 


Q 


you, right? 
A 


Q 


Yes, sir. 

He was not an officer of Judo, was he? 
No, sir. 

He was not a director of Judo, was he? 
No, sir. 


He didn't even have a company credit card, did 


Absolutely not. 


The only one who had a company credit card was 


That's right. 

He didn't have a company car, did he? 

No, sir. 

The person who was in charge of the management 
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and policy of Judo was Jerome Mackey, is that correct, sir. 

A Yes, sir. 

Q Every important decision in that company was 
made Ly H. Jerome Mackey, right? 

A Well, certainly no important decision could be 
made without me. 

Q When it was decided where to locate a school, 


you were the one who made that decision? 


A Yes, sir. 


| 


eS 
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1 jpe 1 372 
Z | AFTERNOON SESSION | 
3 | 1:10 p.m. 
’ 4 | (Trial resumed.) 
i 
) | MR. WEINBERG: Government calls Martin L«-<h- 
x | 
xX 7 | MART IRN LESHMAN, called as a witness by 
8 | the Government, having been first duly sworn by the | 
9 Clerk of the Court, testified as follows: | 
10 | MR. WEINBERG: May I proceed, your Honor. | 
1 | THE COURT: Yes. | 
xx 2 | DIRECT EXAMINATION 
: 13 | BY MR. WEINBERG: 
14 \ Q Where do you reside? 
15 | A West Bloomfield, Michigan. 
16 i Q Nhat is your occupation? 
| an 
: 7 | A t'm an attorney. wy 
ma Q Do you know an individual by the name of wie i 
| Sonkin? 
‘ A Yes, I do. 
21 | Q How do you know him? Is he a personal friend 
‘ 2 of yours? 
23 | A Yes. 
24 Q I'd like to direct your attention to the spring . 
% of 1972. 
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Did there come a time when you spoke to Dr. 
Sonkin about Jerome Mackey Judo? 


A Yes. 


@) After that conversation with Dr. Sonkin, did 
you purchase some shares of Jerome Mackey Judo? 

A Yes, I did... 

Q From what brokerage firm did you purchase the 
shares of stock? 

A Merrill, Lynch. 


Q Was Merrill, Lynch your regular brokerage firm 


at the time? 
A Yes. 
Q Did there come a time when you sold your stock 
Jexome Mackey Judo? 


A Yes. 


Q Do you recall when, approximately? 
Shortly after I had bought it. 


And to what brokerage firm did you sell your 


stock? 
A Through Merrill, Lynch. 
MR. LESCII: May we have the dates on these, 
your Honor? 


THE COURT: Yes, trv to fix the dates. 


Do you recall approximately when you purchased 
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your -- your initial purchase of Jerome Mackey Judo? 


A May of “72. 


} 
Q And yu sold the stock shortly thereafter, atved 


you purchased it? 
A Yes. 
Q Do you know an individual named James Corr? 


A I have met him, yes. 


Q Approximately when was the first time you spoke 
to Mr.Corr? 
A Shortly after I had sold my stock in Jerome 


Mackey. 
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Q Did there come a time when Mr. Corr, Mr. James 


Corr told you what his duties and what his position was with 


Jerome Mackey Judo? 
A Not a specific time that I can recall, just in 


conversation of the fact that he and I guess Jerome Mackey 
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with the controlling interest in this company and that 
they were -- they had developed this concept of self- 
defense, they were advertising it heavily, they were pro- 


moting it heavily. There would be resulting earnings in 


ie. There was a possible chance of them arranging some type] 


of merger with some type of telephone communications 
company at the time. I «an't recall specific conversations | 


pertaining to this. I think it's a matter of general 


impressions. 
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Sonkin - redirect 


A RR Y CHAJET®, called as a witness by the 
Government, having been first duly sworn by the 
Clerk of the Court, testified as follows: 
MR. SORKIN: May I Proceed, vour Honor? 


THE COURT: Yes. 


DIRECT EXAMINATION | 


BY MR. SORKIN: 


Q Mr. Chajet, please keep your voice up so the ms 
| 
juror can hear you. 


Talk to me back here. 


Mr. Chaje*, how old are you, sir? 


40. 
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Are you employed? 

Yes, I am. 

In what capacity? 

I'm sales manager for Jaquar Chemical Company. 

ir. Chajet, are you a defendant in this case? 

Yes,,I am. 

Have you entered a plea of guilty? 

I have. 

To what? 

One count of conspiracy. 

MR. LESCH: May we have the same instruction 
ayain, your Honor, on this? 

THE COURT: I don't see a need in aqiving it 
cvery time a defendant who pleads quilty is called. I 
will instruct the jury again at the appropriate time. 


I have already instructed them at least three 


Q Before what Judge did you enter your plea of 
guilty? 
A Judge Weinfeld. 


Q Prior to entering your plea of guilty, did you 


enter into an agreement with the United States Government, 


through the United States Attorney's office? 


A Yes, I did. 
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Let me show you, Mr. Chajet, what has previously 


as Government's Exhibit number 74, 


MR. SORKIN: I hand copies to defense counsel and 


a copy to the Court. (Handina.) 


74, Mr. Chajet and I ask you, sir, is that an exact copy of 


the agreement that you entered into prior to your plea of 


| 
Q Would you look at Government's Exhibit number 

| 

| 


Yes, it 

Is that your signature on the last page? 
Yes, it is. 

Is that your attorney's s. snature? 

Yes. 

MR. SORKIN: Your Honor, we offer rea. 

MR. LESCH: No objection. 

(Government's Exhibit 74 for identification, 


received in evidence.) 


MR. SORKIN: Your Honor, with the Court's per- 
mission, I would like to read it to the jury. 

THE COURT: It is in evidence. It may be read. 

(Mr. Sorkin read from Government's Exhibit 74 


in evidence to the jury.) 
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Q Now, in connection with those stocks, was 
there a Securities & Exchange investigation at Morgan, 


Kennedy? 


A I believe only involving Textured Products, 


that I recall. 


Q Did you testify at that SEC investigation? 


A No, sir. 


Q You testified before the SEC in a number of 
matters unrelated to Jerome Macey's Judo? 
A Only one. 


Q Which one was that? 


None of those. 


Wouldyou care to give me the name, sir? 


It involved a stock called Bellair Financial. 
When was that? 

About two or three months ago. 

Were you also investigated by the SEC? 


MR. SORKIN: Objection, your Honor. 
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THE COURT: 


126a 


Chajet-cross 


He didn't say he was investigated. 


He said he was a witness. 


with 


Q Were you investigated by the SEC in connection 


that stock? 


MR.SORKIN: 


THE COURT: Objection sustained. 


Your Hor 


r, I obje 


(Continued on next page.) 
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THE COURT: All right. 
(In open court.) 
DIRECT EXAMINATION 
BY MR. SORKIN: 
Q Mr. Sonber_, please keep your voice up so everyone 
jury can hear you. 
Mr. Sonberg, how old are you, sir? 
45. 
45? 


45. 


Where do you reside? 
Pinellas Park, Florida. 


Q Are you the half brother of the defendant James. 


BEB. Coes, xIEI? 
A Yes. 


Q How are you employed, Mr. Sonberg? 


A Presently? 
Q Yes, sir. 
A I work for a Space Maker Company in St. 


Petersburg. 


Q What is the Space Maker Company? 


A A manufacturer of utility buildings. 
Who is the president of Space Maker? 


I am not sure who is president, either James or 
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I'm sorry? 

James or Necia. 

James Corr or Necia Corr? 

Yes. They own it. 

Were you hired by Mr. James Corr to work 

Yes. 

Prior to your employment at Space Maker, what did 
sir? 

I worked for Pinellas County. 

In what capacity? 

Building maintenance. 

Prior to that? 

I was working for a local, ironworkers local. 

Are you an ironworker? 

By trade, yes. 

What is the extent of your education, Mr. Sonterg? 

I completed the 8, did ha.* of the 9th. 

High school? 

Yes. 

THE COURT: High school or public school? 

Public school? 

Public school, yes. 


Let me direct your attention, Mr. Sonberg, to 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHIOUSE 
FOLEY SOUARE NEW YORK NY = ?9i-tuz0 


1294 


QSwrf 2 Sonberg-redirect 1484 


Q Do you know whether, Mr. Sonberg, Mr. Corr had | 


Purchased American Agronomics both for himself and in his 


wife's name, Necia Corr, in or about December of 1974 


| to take control of American Agronomics ? Do you know that? 


MR. LESCH: 


Objection, your Honor. This has 
| nothing to do with this case. 
| THE COURT: Overruled. : 
iF, A I know that he purchased it. 
| Q Do you know how much he purchased, Mr. Sonberg? 
| 
| MR. LESCH: Same objecticn. 
| 
A I'm not sure. 
| o What is your best recollection. 
A I think -- 
MR. LESCH: May I have a continuing objection 
to this line, 


your Honor. 


THE COURT: 


Yes. 


2 2 8 8 


A The best I calculate would be around 200,000 
shares, something like that. 
Q So Mr. Corr purchased 200,000 shares of American 


Agronomics. 


How muca did you say you purchased with this 
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2 $150,009 that Mr. Corr gave you? 
3 Me. LESCH: I object. He nasn't said how , 
4 | man\’ he purchased, nor is it relevant. 
5 Q ‘ine much did you purchase, Mr. Sonberg? 
6 MR. LESCH: I have a continuing objection to this, 
7 sat Honor. 

% 8 | THE COURT: Overruled. 
9 | It will be received on the issue of the witness'. 
10 | credib‘ lity. 
11 | A About 40 some thousand, I believe. 
12 F- Q You purchased 40 some thousand snares with that 
13 |} $150,000. ra 
i4 | Prior to your purchases did ‘ints discuss where 
15 the stock should be purchased with Mr. Corr? 
16 A I think there was something mentioned about Lt, 

if 7 to open the account. 
2 18 Q Where did he tell you to open the account? 
19 | “ A Mer~ill Lynch. 

20 | Q He told yov to open an account at Merrill Lynch. $! 
21 ; Did he tell you, vou should buy American Agronomics 

‘ 22 through Merrill Lynch? 
23 | Rp tc @idn't tell me, Mr. Sorkin. 
aA 3 Q Did he suggest? 
25 A Suggest. 
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Q Did he recommend? ? 
A Yes. 


Q And you then took the $150,000 that he gave you 
and. purchased American Agronomics? 

A Not all through Merrill Lynch. 

Q Where else did you go? 

A Tucker, Anthony & Day. 

Q Had you had an account at Tucker, Anthony & Day 
prior to the time you had the conversation with Mr. Corr? 

A No, sir. 

‘MR. LESCH: Your Honor, I continue to object to 
this. 
THE COURT: I am making the same ruling. I am 

aware hat you are ‘objecting to it. 

Q Had you an account at Tucker, Anthony & Day, 
Mr. Siiihiasis pricr to the time you spoke to your brother, 
James Corr? 

A No, sir. 

Q Did he suggest that you go to Tucker, Anthony 
& Day and open up an account? 

A Yes, sir. 

Q Where else did he suggest you open up accounts 
resides Merrill Lynch and Tucker, Anthony & Day? 


N, 


A Thomson, McKinnon. 
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Q Had you had an account at Thomson, McKinnon 


prior to the time Mr. Corr suggested you open the account 


there? 


No. 
4 | 


Q Any other accounts where he Suggested you open 
an account? 
A No, sir. 
Q Now, did you consult with him before you entered 
the orders to purchase? 
A I think I did. I believe I did. 
Q ‘On each transaction? 
A Not on each transaction, no. 
Q Did he give you any instructions as to how much 
you ought to buy or he thinks you should buy? 
A There may have been some conversation to tnat. 
I'm not 100 per cent sure on it. 
Q Did you use that entire $150,000 for the purchase 
of one security, American Agronomics, or did you break 
it up and buy diffrrent stocks, some long term investments 
and some short ter: investments? 
A All in Agronomics. 
You put it all in American Agronomics? 
Yes, 


Did you receive the certificates, M: onberg? 
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Yes. 
They were delivered to your house? 


They were delivered to me personally. 


You gave them to Mr. Corr? i 


Yes. 
Did he ask you to give them to him? 


No, I asked him to hold them. 


=e < 
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2 | MR. SORKIN: The Government calls Raymond George : 
3 Corr. » 
4 | RAYMOND G. COR Rf, called XZ 
5 asa witness by the Government, being first duly 
6 | Sworn, testified as follows: 
mae 
7 MR. SORKIN: May I proceed, your Honor? ! 
5 | THE COURT: Yes. | 
9 DIRECT EXAMINATION 
10 BY MR. SORKIN: 
11 Q Mr. Corr, please keep your voice up so the last | 
12 { juror can hear you. | 
13 | How old are you, Mr. Corr? | 
14 A 28. 
15 Q Are you the half brother of Toseph Sonberg? 
16 | A Yes. 
a @) Are you the brother of the defendant on trial, 
18 James E. Corr, TI? 
A Yes, , 
20 Q Mr. Corr, let me direct your attention to June 
21 | , Of 1971. Were you employed a: tie time? 
2 | A Yes, sir. 
23 | Q "i what capacity? 
aA | 7 A i S general manager for Makedo 1000 of Florida, g 
35 Incorporated. 
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What was Makedo 1000? 

It was a chain of self defense schools. 

What was your position with the schools, sir? 

General manager. i 

THE COURT: I don't like to interiupt before you 
proceed. I have an emergency call on a matter. It will 
take a few minutes. We will interrunt and take the mid- 
afternoon recess now. 

(Recess. ) 

MR. SORKIN: May I proceed, your Honor? 

THE COURT: Please. 
BY MR. SORKIN: 

Q Mr. Corr, I believe I as a:.ing you,I think 
you last testified or the last thing you said was that you 
were the manager of Makedo 1000 sc: 21s. 

A General manager. 

Q My next question I was going to put to yon was, 

. what was the Makede 1000 schools or what were they? 
A It was a chain of six self defense schools. 


Q Do you know who owned the schools? 


A It was a joint venture between Jerome Mackey's 


Judo, Inc. and Flo Enterprises of Florida. 


9 Now, did there come a time when Floyd Enterprises 


sold their interest? 
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Q All right. What did your brother Say to you 


when he contacted you in or about April of 1971 with respec 


to working for Makedo of Florida, Inc.? 

A That he felt that the-e was an Opportunity 
for me to come over -- come to Florida, St. Petersburg, 
Florida, of which my family resides, my mother and my 
other brothers and sister, and that he thought it was a goo 
opportunity, that I should consider coming over to work 
for Mr. Mackey. 

Q Was a salary mentioned, sir? 

A Not by my brother, no, sir. 


Q What did your brother say about Salary, if any- 


A That I would get a much or more than I was 
at my present job. 
Q Did he say that you had to make the agreement 
with Mr. Mackey, is that right? 
A Yes,sir. 
Q Was anything else said about your compensation 
' ¢x§ about moneys that you would receive in this conversation 


in April or May of 1971? 
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AFTERNOON SESSION _ 
1:45 p.m. 
(In open court, jury present.) 
THE COURT: Please call the next witness, 
MR. WEINBERG: Call Daniel Salant. 

i Si a ie Ss A LAN fT, called as a witness 
by the Government, being first duly Sworn, testified 
as follows: 

MR. WEINBERG: May I proceed, your Henor? 
THE COURT: Yes. 

DIRECT EXAMINALSION 

BY MR. WEINBERG: 


Q Mr. Salant, please keep your voice up at all times 


SO everybody can hear you. 


Where do you reside? 

A In Flushing, New York. 

Q Mr. Salant, what, if any, understanding do you 
have with the Government concerning your testimony in this 
courtroom today? 

A The understanding I have is that if I am truthful 
at all times, I will not be prosecutec, 

Q Where are you employed now? 

A I'm employed by Bros, Linoleum. 


Where were you employed during the year 1972? 
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I-was employed by two firms, Hayden, Stone, 


and Cohen, Simonson & Ray. 


Q 


What type of work did you do at Haydon, Stone 


and Cohen, Simonson & Ray? 


A 


Q 


A 


© 


in 1972? 


A 


Q 


A 


I was a stockbroker. 


Do you know an individual named Richard Sobel? 


In 1968. 


Did you have a business relationship with Mr. Sobel 


Yes, I 


did. 


What was the nature of that relationship? 


We were both stockbrokers and we agreed to share 


commissions, 


Q 


A 


How were you to share commissions? 


The business that we did was to be pooled 


and the commissions split 50-50. 


Q 


A 


Do you 


Yes. 


know an individual named James Corr? 


Have you ever met Mr. Corr? 


Yes. 

Do you 
It was 
Do you 


It was 


recall where you first met Mr. Corr? 
in the apartment of Mr. Stanley Fingerhut. 


recall the approximate date of that meeting? 


in February of 1972. 


SOUTHERN DISTRICT COURT RCPORTERS, U.S. COURTHOUSE 


FOLEY! "JAR NEW YORW Hn ¥ rot a0 


gwrf 23 Salant-direct 1876 


Q Do you recall who was present at Mr. Fingerhut's 


apartment? 

A Mr. Fingerhut, Mr. Corr, Mr. Sobel and myself. 

Q Do you recall what Mr. Corr said to you and what 
you said to Mr. Corr and what Mr. Sobel said and what 
Mr. Fingerhut said? 

A To the best of my recollection, at the meeting Mr. 
Corr was telling Mr. Sobel and myself about the compan, 
Jerome Mackey. He was telling us of projected earnings for 
the company, the franchises that they were opening. He 
indicated that he owned I think 259,000 shares or 200,000 
shares. 

IdE COURT: “hares of what? 
THE WITNESS: Of Jerome Mackey stock. 

Q Do you recall anything else about that conversation 
with Mr. Corr? 

A That Mr. Sobel and myself were intrigued by the 
company -- oh, he also told us that it was written up in 
Barrons. 

Q Do you recall anything else? 

A No, except that Mr. Sobel and myself were intrigued 
Ly the company and we decided we were going to go out and 
buy stock ir Jerome Mackey. 


Q Did you tell that to Mr. Corr at that meeting? 
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Q Did there come a time when you began to buy stock 
in Jerome Mackey's Judo? 

A Yes. 

Q Approximately how long after your initial meeting 
with Mr. Corr did you begin to purchase stock of Jerome 
Mackey's Judo? 

A Within that week. 

Q Did there come a time where you began to sell 
stock of Jerome Mackey's Judo? 


A Yes, there did. 


Q Between the time that you initially purchased stoc 
of Jerome Mackey's Judo and the time you began to sell stock 


in Jerome Mackey's Judo, do you recall how much time elapsed, 


’ approximately? 


A Between a morith or two months. 
Q During that time period did you have any conversa- 
tions with Mr. Corr? 

A No. 

Q Did there come a time when you met with Mr. Corr? 
Yes. 
Can you tell us approximately when that was? 
I think it was about May of '72, 


Prior to that meeting did you have a conversation 
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. Corr? 


A 


od 


Mr. Sobel had a conversation with him. 
Did you participate in that conversation? 


I picked up the extension. I listened in. 


“1d you please tell us what Mr. Corr said during 


conve.sation and what Mr. Sobel said? 


A 


was 


Q 


A 


Q 


A 


Q 


A 


In that conversation he wanted to know who the 
selling his stock. 

Who said that? 

Mr. Corr. 

What was Mr. Sobel's response? 

He said that we were selling the stock. 

Did Mr. Corr respond to that? 


He wanted to know why, anu we responded or Mr. 


Sobel responded that we wanted to sell the stock, the stock 


we saw start moving down a little bit and we wanted to 


gec out of it. 


A 


Q 


arrived? 


He invited us to his apartment that night. 
Did you go to his apartment that night? 
Yes. 

What was his apartment located? 

On 56th Street. 


Who was present in Mr. Corr's apartment when you 
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To the best of my recollection, just Mr. Corr. 
Did you arrive with anybody? 

A Mr. Sobel. 

Q Did you have a conversation at that time with 

Mr. Corr? eee 
A Yes. 


Q Please tell us what you said, whit: Mz. Sobel said 


and what Mr. Corr said. 


It is tough to say what I said or Mr. Sobel said 
because I can just remember the context of the meeting. 
He wanted to know y we were selling the stock. 


We told him we had no communication with either hi 


A Ne asked us again why we were selling the stock. 
m 


or Fingerhut and we weated to get out. 
| : He once again repeated to us the facts o f Jerome 
| Mackey, that it was a great company, the earnings were | 

going to be 45 cents, they were opening franchises and he 

told us that he had a handle on the stock. 

He showed us transfer sheets showing that he 
knew which of our customers owned stock in Jerome Mackey and 
which other people owned stock in Jerome Mackey. 
Q Do you recall anything else about that meeting? 


A Y3s. He offered us an option in the stock. 


Q What did he say to you concerning that option? 
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A He said that if we did sufficient buying, and the 
amount of buying was never specified, Sobel and 1 would each 
have an option to buy 500 shares of stock at $50 a share. 
What was your response to that offer by Mr. Corr? 
We accepted his offer and continued to buy stock. 
MR. LESCH: May we have the words, your Honor? 
THE COURT: What did you say? 
THE WITNESS: I'm sorry, what? 
THE COURT: You Say that he offered you an option 
to buy the shares at $5 a share. 
What iid you say in response? 
THE WITNESS: We accepted his offer -- in response?) 
THE COURT: Yes. 
A The conversation centered about how much buying 


‘dia he expect us to do. We weren't big’ stockholders, we 


didn't have that many accounts. The number of shares 


remained unspecified. 

Q Do you recall if an appr’ ximate number of shares 
were mentioned? 

A 10,000. 

Q That is your best r collection? 

A - Yes. 


THE COURT: I don't understand. 10,000 shares for 


what purpose? 
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THE WITNESS: Yor what purpose? 

THE COURT: You say 10,000 shares were specified, 
Specified for what purpose? 

THE WITNESS: That we would try to accumulate a 


nosition of 10,000 shares for our cust«mers' accounts. 
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ts * & & 
5 | Q Did there come a time in 1973 when you Fad a 
16 | ' conversation with Mr. James Corr concerning Dr.Van Ess' 
17 account? 
18 7 Yes. 
> 
Q Do you recall when that conversation occurr ed? . 
A It was just about -- it was just prior to the 
21 stock being suspended in May of '73, 
2 Q Was anybody else present at this conversation? 
23 eli. Richard Sobel. 
24 Q Anybody else? 
23 
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2 | Q ’ What did you say, what did Mr. Sobel say and what 
3 | did Mr. Corr say? , : 
4 | A Specifically I couldn't tell you what anybody 
5 said. 
6 Q De you remember the substance of what was 
Dee said? 
8 A In substance, Mr. Corr had entered an order to 
9 buy stock of Jerome Mackey for Dr. Van Ess’ account. 
10 Sobel tried to reach Barry Drayer to get the 
11 approval and we couldn't reach Barry Drayer. 
12 So the order was entered to buy Jerome Mackey's 


to get a hold of Mr. Drayer? 
To buy the stock. 


7 Mr. Corr said that? 


A 

Q 
18 A Yes. 
Q Do you recall anything else hesaid? 
A 


13 stock for Dr.Van Ess‘ account, 
14 Q Did Mr. Corr say anything when you were unable 
| No. He indicated that it would be all right . 


THE WITNESS: I think it was 2000 shares. 


Q Did you then put through the order for the 2000 


sn £ BB 


21 with Barry Drayer. 
THE COURT: How many shares? 
i ' 
shares for Dr.Van &s' account? 
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A - Yes. 

Q To your knowledge, was that stock paid for at 
that time? 

A No, it wasn't. 

Q What, if anything, did you do after the stock 


was not paid for? 

MR. LESCH: I object to this, your Honor. 

May I have a bench conference on this, please? 

THE COURT: Yes. 

(At the bench.) 

MR.LESCH: If we are going to have more testi 
mony about wooden tickets, I object to it. I don't think 
that we have any notice of any such transaction and in my 
request for a bill of particulars; I°asked for all the 


fraudulent devices and schemes. I don't think this was 


‘included in it. 


MR, WEINBERG: I have asked Mr. Sorkin to 
check just that. I believe we did disclose this. 

MR. SORKIN: Your Honor, I am looking at the 
letter dated October 15, 1975, which was written to all 
defense counsel then in the case. Mr. Lesch is Number 5 
cn the list. It was written after the motions for the bill 
of particulars. 

I am Seskine at Paragr:ph C6, Item 2, the placing 


of the wooden ticket. 


, 
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’ WR. LESCH: First of all, it refers tc additional 


information whic’ never got, your Honor. 


Seco..dly, I think it is irrelevant to any 
* 


> 


issue -- 

THE COURT: I don't understand your first 
statement. Placing of wooden ticket by Corr and Barry 
Drayer -- 

MR. LESCH: The Government does not have the 
date -- 

THE COUR?: They still don't have the precise 


date. They fixed it shortly before the suspension 


‘of trading. 


I wil. aliow it. 
MR, LESCH: It is also prejudicial, your Honor. 
THE COURT: I take it that all evidence 

that surct.ains the Government charges is prejudicial 

t. » defendant. I am not aware that that is an objection. 
Justice Learned Hand says that is precisely 

the reason the Government offers evidence in the case, 

to sustain its burden of proof. 
MR. LESCH: I think it is prejudicial in the 

se.se that we did not have fair warning of this. ‘ 
THE COURT: yOu have notice under that stutement. 
MR. SORKIN: Your Honor -- 


te 
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* THE COURT: The objection is overruled. 

MR. SORKIN: Your Honor, the Government is 
going to show that there were two orders placed, one 
was paid for around this time for 2000 shares, the second 
was not paid for. That is the order that we have disclosed 
in our bill of particulars. 

MR. WEINBERG: I don't want to misls2ad the 
Court. It may well be that this order was paid for and 
that is what Mr.Salant will testify to. 

MR. SORKIN: And there was a second order that 
was not paid for and we feel that we have disclosed it in 
the letter of October 15 and we ill prove it as a sinilar 
act. 

(In open court ) 

THE COURT: You may proceed, The objection is 
overruled. 

BY MR. WEINBERG: 

MR. WEINBERG: Mr.Reperter, would you read the 
question back, please? 

(Question read.) 

When the stock wasn't paid for -- 

MR. LESCH: May I just have a continuing objec- 


» tion to this line on the ground that it is irrelevant, 
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~ THE COURT:. The objection is overruled. 

A Mr. Sobel tried te get in touch with Barry 
Draye~ because at this point in time we realized even thoug 
Barry Drayer had told us he had power of attorney -- 

MR. LESCH: Move to strike “because we realized” 
and everything that follows that. 
THE COURT: Yes. 
Q Just tell us what you did and what you saw 
somebody else do. 
THE OWRT: I grant the motion to strike. 
We tried to reach Mr.Barry Drayer. 
WEre you successful in reaching Mr.Barry Drayer 
Yes. 

Q Did you have a conversation with Mr.Barry 
Drayer? 

A Yes. 

Q What did you say to Mr. Barry Drayer and what 
did he say to you? | 

A We told -- Mr. Sobel told Mr.Drayer that we 
did not have a signed power of attorney by Dr. Van Ess. 

Q What did Mr. Drayer say? 

A Mr.Drayer told us that he would get one. Lat 


' in the day he called up and he told us that it was all rig 


one of us should go out to Dr.Van Ess and he would give 
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US a power-of attorney. 
Q Did you go out to see Dr.vVan Ess? 
A Yes, 
Did he provide you with a signed power of atto ey: 
A Yes, I brought out a blank power of attorney 
for Dr.Van Ess and Dr. Van Ess signed it. 
Q To your knowledge, was this stock paid for? 
A No, 

It was not paid for? 

No, 

THE COURT: That was even after you obtained 
the power of attorney? 

THE WITNESS: Yes. 

MR. LESCH: Again, your Honor, in light of this 
ter*imony I renew my motion to strike all of the testimony 
of this witness about this transaction, that he has just 
testified that Dr. Van Ess signed a power of attorney at 
the time of this transaction. 

THE COURT: He didn't testify to that at all, 
at the time of this transaction. 

MR. LESCH: Or shortly after the transaction. 

THE COURT: That is quite different. 


Your motion to strike is denied. 
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times while the witness was testifying. 
Q Mr. Salant, when did you have your first meetin 
with a represencative of the prosecution's staff or 
the SEC with respect to Jerome Mackey Judo? 
A It war late, 1972. 
Q Late 1972? 


Yes, or early -- yes. 


Q Who was present at. that meeting? 
A 


At that meeting it was at the SEC. 
Q what was the name -- was it the SEC here in 
New York or in Washington, D.C., sir? 
A Here in New York. 
Q Wha* was the name of the gen.’wman from the 
SEC who was asking you questions? 
A I don't remember. 
Q WAs it a Mr. Filmore? 
A I don't know. 
Q Mr. Tucker? 
A No. 
And at that time were you asked questions abou 
your conversations with Mr. Corr relating to this case? 
A Yes. 
Q And were you asked whether there had ever been 


a payoff to you? 
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Q Did you discuss in any way or mention this 
option that you have testified to today? 

A No. 

Q When was the next time that you met with the 
SEC or a member of the Prosecution staff with respect to 
‘this case? 

AN It was with the prosecut bn staff of this case 
this year. 

Q This year? 

A Yes, 

Q Was that prior to your grand jury testimony 
on July 3, 19757 

Yes, 


Well, didn't you meet with them on August 2, 


With this U. s. Attorney? 
With the U. s. Attorney -- 
No, 

Yes, with the vu. S.Attorney. 
No. 


And with Mr. Filmmore of the SEC? 


I just met with SEC once and it was not in 


August of -- 


. 
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Q * Well, if I show you this document, 3512B, 
I ask you here, sir, and-I point to this date here and 
I ask you whether that refreshes your recollection that you 
met with Mr. Filmore on August 2, 1973. 


A This might have been the time when I met with 


Q WAs that in addition to +i cime in 1972 or 
was that the only time that you met wit Mr. Filmore? 

A Then this was theonly time. 

Q And at the time that you met with Mr. Filmore, 
was Mr. Sorkin also present? 


A To the best of my recollection, he wasn't. 


Q Do you remember that Mr. Perlmutter was with M 


Pilmore on August 2, 1973, sir? 


A I don't remember th~ names of the gentlemen, 


Q Do you now remember that there were two gentl 
men that were questioning you? 
A Yes. 


Q At the session that you Aad? 


Q Well, let me -- 
MR. LESCH: Mr. Sorkin,is 3512C your notes? 
Mk. SORKIN: I can identify them all. 3512C 
is Mr. Perlmutter's notes. 
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Yes. 
Q Were you asked about the events and transaction 
relating to our conversations -- withdrawn. 
Were you asked about your meetings ond conversa 
tions with James Corr? 
A Yes. 
Q Did you at that time mention anything about 
an option? 
A No. 
Q And was there another time when you met again 
with a representative of the prosectuion staff or the SEC 
concerning Jerome Mackey Judo? 


x Yes. 


Q When was that, sir? 


That was this year. 
How many times did you meet this year? 
A I'd say approximately three times. 
Q You met with Mr. Sorkin, did you not, sir, in 
July and again in November of this year? 
A Yes. 
MR. SORKIN: Excuse me, Mr. Lesch. Just to 
clear up the record, 35E is Mr.Weinberg’s notes; D is mine. 
‘I just want to make the record clear. 


> 


Q Does that help you out, that you met with Mr. 
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‘ Sorkin in July and you met wich Mr.Weinberg in November? 


A Yes. 

Q And it was in July in your meeting with Mr. 
Sorkin that you first mentioned this option, is that right, 
sir? 

Yes. 
Now, in this meeting in Ju)y with Mr. Sorkin, 


a 


you k» 7 at Jerome Mackey Judo was being investigated 


by the Uni’? States Attorney's office? 


A That is correct. 
Q And didyou also know, sir, that you were a 
target of the investigation? 
A Yes,I did. 
Q Did you also know that you were in danger of 
‘ being indicted by the United States Attorney's office? 
A At that time? 
Q Yes ,sir. 
Yes. 
Did you have an attorney at that time, sir? 
A I did. 
Q And did you know at that time the best way to 
avoid being indicted was to help the United States Attorney' 
‘office in making a case in connection with Jerome Mackey 


Judo, giving them a piece of vaiuable information? 
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A ’ At that time? 

Q Yes,sir. 

A I fllowed the advice of my counsel which was 
to be truthful and not to withhold anything. 

Q Did you in following your counsel's advice as 
you say, did you know at that time that the best way for 
you to avoid an indictment was to give Mr. Sorkin a piece 
of information that he could use against Mr. Corr? 

A No. 

Q YOu had no knowledve of that? 

A No, 

Q Now, your participation in these events relatin 
to Jerome Mackey Judo is very much the same as Mr.Sobel's, 
isn't it? 

A Yes. 

Q You and Mr. Sobel were partners throughout this 
entire ser.es of events, isn't that right? 

A That's correct. 

Q The very first time you spoke to Mr.Corr, one 
of you spoke to Mr. Corr and the other one was listening 
in, isua't that right? 

A Right. 

Q Anc alr.sst every single meeting you had with Mr 


Curr, the other one was present? 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOL RY “ IARE NEW YORK NY. = ?¥1.1020 


158a 1909 


1 jpb-8 Salant-cross 
2 | A * Yes. 
3 Q And Mr. Sobel was incicted as a defendant i 
4 in this case, is that correct, sir? 
5 A That's correct. 
6 Q And you were not indicted as a defendant in 
: 7 this case, is that correct, sir? 
8 A That is also correct. 
9 Q Now, to what do you attribute this difference | 
10 | in treatment between yourself and your partner? 
11 A x don't know. 
2 Q You have no knowledge? | 
13 | A No. ie 
14 Q Well, could it possibly be, sir, that the tet | 
15 that you were not indicted anc that Mr.Sobel was | 
16 ‘ Gndicted was that vou were the one who first testified to 
17 ‘an alleged option? 
A I don't think so, because we both had the 
same lawyer at the time. o 
: Q | I see. Is it not also true,sir, that Mr. Sobe 
21 has pleaded guilty in this case as far as you know? 
22 A Yes. 
23 Q And he is going *%o he sentenced in January or 
aA ' Pebruary of this year? 
25 A Yes. 
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- And that you have not pleade* auilty to 


Correct. 
Because you have never been named as a defendan 


in a criminal case? 

B Right. 

Q Now I put it to you, ir, were you telling the 
truth abou. thatoption? 

A Yes. 

Q Do you know that no other broker has testified 
in this case that you received an option? 

MR.WEINBERG: I object. 

THE COURT: Objection sustained. It doesn't 
make any difference what anyone else testified. He is 
testif-ing to events he says transpired. 

Q Have you heard that Mr. Corr offered anyone 
anything of value to sell or participate -- or to get 
purchaeers in Jerome Mackey Judo stock? | 

MR.WEINBERG: I object, your Honor. 

THE COURT: Objection sustained. 

Q Did you hear in the years 1972 and 1973 that 
Corr had offered such an option to anyone else? 


A No. 


You were the only one, you and Mr. Sobel, is 
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‘that right; sir? 


A You are asking me a question if I am theonly 


one that got an option. 

Q As far as you know, 

A As far as I know, yes. 

Q Did you have many clients back in 1972? 
No. 
Did you have any clients? 
Yes. 
ABout how many did you have? 


25 to 50. 
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on that when the defense case’ is presented. 

MR. SORKIN: I have one other question. 
REDIRECT EXAMINATION 
BY MR. SORKIN: 

Q Mr. Lesch asked you if Mr.Corr ordered.you to 
buy the stock and you said you didn't. 

A Yes. 

Q Did he ask you to go to Sterling, Grace and buy 
the stock as a favor to help him make a market for the stoc 
of Jerome Mackey? 

A Yes, sir. 

MR. SORKIN: I have no further questions. 
Government calls Mr. Richard Sobel. 
(Witness excused.) 
RICHARD JOEL SOBEL, called as a witne 
by the Government, being first duly sworn, was examin 


and testified as follows: 


léla 1984 
Sobei - direct 
THE COURT: No, there is no need for it. 
MR. BELL: I have no further questions. : 
THE COURT: You can all other witnesses 
| 
T 


MR. SORKIN: May I proceed, your Honor? 
THE COURT: Yes. 
» DIRECT EXAMINATION BY MR. SORKIN: 
Q Mr. Sobel, sir, let me remind you to please kee 


' 
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' your voice up. All the jurors have to hear you. 
Mr. Sobel, how old are you? 
Thirty-five years of ace. 
Are you employed? 
Yes, I am. 
In what capacity? 


I am a salesman for the Equitable Stationery 


Q Are you a named: defendant in this case, 
United States vs. James E. Corr, et al? 
A Yes, I am. 
Q Have you pleaded guilty to a crime in this case 
Yes, I have. 
What was the crime that you pleaded guilty to? 
Securities fraud. 


Let me show yc: now, Mr. Sobel, what has 


previously been marked as Government Exhibit 37. I 


believe all counsel have a copy. 
MR. SORKIN: Iw .1 serve anot! : copy on 
counsel and a copy to the Court. 
Q Would you look at Government Exhibit 37, Mr. 
Sobel, and I ask you, sir, if prior to your plea of guilty 
you entered into an agreement with the United States Govern 


ment and if so, is that the agreement thatyou entered into? 
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Yes, it is. 
Is that your signature? 
Yes, it is. 
MR. SORKIN: I offer 37 in evidence. 
MR. LESCH: No objection. 
(Government Exhibit 37 was received in 
evidence.) 
MR. SORKIN: With the Court's permission, I 
would like to read it to the jury. 
(Mr. Sorkin read from Government Exhibit 37 
in evidence to the jury.) 


Q Mr. Sobel, were you employed during the year 


A Yes, I was. 

Q Let's take the first approximately five months, 
‘would you tell us where you were employed? 

A CBWI-Hayden, Stone -- first five months CBWI 
and Cohen, Simonson. 

Q When did yougo to Cohen, Simonson? 

A May 15, 1972. 

Q In what capacity were you employed at CBWI and 

Hayden , Stone? 


A Registered representative. 


Q Were they members of the New York StockExchange 
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at the time? 

A Yes, they were. 

Q Have you ever heard of the following people, 
Michael Zelkin, Arnold Beau Baker, Elaine Kaufman and Jack 
Occhigrosso? 

A Yes, I have. 


Q Who were they? 


A They were all customers of mine at CBWI and _ 


Hayden Stone, and Cohen,Simonson. 

Q Do you know a gentleman by the name of 
Daniel Salant? 

BR Yes. He was my partner when we were at CBWI 
and Cohen ,Simonson. 

Q Partners in what? 

A We were brokers who-shared on all commissions 


on everything either one of us did, a 50-50 commission. 
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Q Now, sir, did you then go over to Mr. Corr's 
apartment after the phone call? 
A Yes. 
Q Was anyone with you? 
A Danny Salant. 
Q When you arrived at the apartment, was anyone 
there other than tir. Corr? 
A Just his chauffeur or whatever he was there. 
Q Do you remember the chauffeur's name? 
I think it was Ed Maynsfield. 
Did you have a conversation with Mr. Corr? 
A Yes, I did. 
Q Tell us, please, what, if anything, you said, 
Mr. Corr said, and Mr. Salant said? 


MR. LESCH: Do we have a time established for 


Can you tell us when that was, sir? 


It was before May J)5th. I don't know exactly 


It was somewhere before May 15th. 
How much prior to May 15th? 


I don't recall. A weék or two weeks, I am not 
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Q Tell us, please, what , su said, what Mr. Corr 
said and what Mr. Salant said and the chauffeur, if 
anything? 

A No, the chauffeur left. 

Q Go ahead, what was said? 

A We came in there and we both started asking, I 
told him I could not get in touch with Stanley and I dic’t 
know what was going on ana tue stock had dropped a little 
bit and it was actually Danny's customer that sold out. 

I didn't sell out. Not one of my customers but one of 
Danny's customers. 

Mr. Corr then said to us, well, from now on, 
get in touch with me because I know everything about the 
company. And if you wanted to know anything about the 
‘company, Stanley is into one of his crazy fits, I don't know 


if that is the exact terminology but Stanley has disappeared 


again and cannot be reached and I will handle all situations 


there. 
Q Did Mr. Corr say anything else? 
A Yes, he did. 
He then offered Danny Salant and myself 500 
share option -- each of us -- 
MR. LESCH: May we have as best the witness 


can recall. 
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THE COURT: What is your best recollection as 
to what he said? 
THE WITNESS: That is it. 
The exact words that Mr. Corr used. 
He asked Danny, Salant and I if we -- I don't 
remember the exact words. 
close as you can possibly get. 
offered us 500 shares each, an option at 
$5 a share if we would purchase retail stock in excess 
of 5,000 shares. 
Q Anything else that you recall Mr. Corr saying? 
A Not right then, no. 
Q What, if anything, did you and Mr. Salant say, 
if anything? 


A Nothing at that particular time. 
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Q Now, did there come a time, Mr. Sobel, when 


another order for 2000 shares was placed through you 


for the account of Dr. VanEss? 
A Yes. 
Q Do you recall how much stock was purchased? 
A 2000 shares. 
Q Do you recall when? 
A I do not know. It was after this order, I 
don't remember the exact date. 
MR. SORKIN: Mr.Bell, do you have Drayer 
Exhib it -- I don't think it was offered in evidence but 
if you have no objection I would like to offer it in evi- 
dence. 
MR, BELL: I thought I had. 
MR. SORKIN: This is Drayer Exhibit D. We 


offer Drayer Exhibit D in evidence. I don't think it 
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‘was offered yet. It was shown to tle prior witness 


Salant, and it was not offered. 
THE COUR?: Any objection. 
MR. LESCH: No objection. 
MR. BELL: No objection. 
(Defendant Drayer Exhibit D was received 

in evidence.) 

Q Looking at Defendant Drayer Exhibit D, could yo 
tell us, please, the date of the first transaction, for 
2000 shares? 

MR. BELL: Sir, you asked the trade date or -- 
MR. SORKIN: I was getting to that. 

Q What does the date reflect, the trade date 
or the settlement date? 

A It says the trade date. It says "bought- 
received, 4/26." 

Q Is that the settlement date or trade date? 

A I don't know if it is settlement date or trade 
date. I forgot now. 

Q When is the next statement? 

A 4/27 -- excuse me, 5/14. 

Q Now, with respect to the second transaction, 
Mr. Sobel, could you tell us, please, who placed the order 


A Mr. Core. 
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Mr. James Corr? 
Yes. 
Q Did Mr.Drayer at any time say that Mr. Corr 
had authority to place orders for Dr.Van Ess? 
A No, he did not. 
Q You took the order from Mr. Corr? 
A Yes, I did. 
Q “hat if anything did Mr. Corr say to you and 
what did you say to him when he placed the order? 
A Mr. Corr said buy 2000 shares of Jerome Mackey 
for Dr. Lester Van Ess. 


Q What if anything did you say? 


A v didn't say anything. I put the order in. 


Q At the time Mr. Corr placed that order and you 
put the order in, was there a power of attorney on file at 
CBWL-Hayden Stone for Dr. Van Ess? 

No,sir. 


Was that 2007 sh. -es, to your knowledge, paid 


It wasn't when I left Hayden, Stone. 
Now, was there -- what were the mechanics of 
payment on that 2000 shares? 
A Delivery versus payment, same account, it 


operates the same way. 
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Have you ever heard the term “D.K." 
Yes, I have, 
Was that stock [. K‘'d? 
A “os, it was, 
Q After it was D.K'd, did you have a conversation 
with Mr.Drayer or Mr. Corr? 
A To both of them, 
Q Well, whom did you speak to first? 
A The night I bought the second lot of 2000 
shares, I called Mr.Drayer at hone. 
Q Barry Drayer? 
A Barry Drayer. I told him Jimmy had placed an 


order for 2000 shares through me for Dr. Lester VanEss, 


was it okay, and Mr.Drayer said yes, 


Q Now, a‘ter it was D.K'd, did you speak to Mr. 
Barry Drayer? 

A Sur , I asked him who was paying for the stock 
and what was going on here. 

Q What if anything did Mr.Drayer say? 

A He said that he and Mr.Corr were involved in 
certain’situations and it will be paid for. 

Q Did you subsequently speak to Mr. Corr? 

A I spoke to both of them constantly because 


Hayden, Stone made me. 
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* What did Mr. Corr say, if anything? 


A It was Dr. Lester Van Ess' account and he 


has to pay for it. 


Q Did you ask Mr. Corr if he was going to pay for 


A Directly, nq. 


Q Now did there come a time when you went out 


to visit Dr.Van Ess? 
A No, sir. 


Do you know if someone did? 


Who was that? 


Q 
A Yes. 
Q 
A 


My partner, Dan Salant. 


SOUTHERN DISTRICT COURT REPORTERS, LS. COURTHOUSE 
FOLEY SQUARE, NEW YORK. N.Y = 791-1020 


173a 


Sobel-cross 


Q Sir, I believe that .you have testified about a 
conversation with Mr.Corr and Mr.Salant relating to an option. 


A Yes, sir. 
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Q When did that conversation take plac? 

A I don't remember the exact date, but it was in -- 
before I left Hayden, Stone the first time, which is before 
May 15, 1972. 

Q Sir, how many times have you been questioned by 
the Securities and Exchange Commission or the Prosecutor's 
office with respect to this case? 

A Once by the Securities and Exchange Commission. 

Q When was that? 


A I don't recall the date. That was -- it had to be 


after April of 1973 because I was back at Hayden, Stone 


again. 

Q Would you say it was in the first half of 1973, sir 

A I think so. I went back to Hayden, Stone in April, 
so it was sometime after April. I don't know if it was 
April, my -- 

Q You don't know if it was the first half or the 
second half of 1973? 

A I don't remember, no. 

Q What was the name of the gentleman at the 
SEC who asked you those questions? 

B I forgot his name. 

Q Was it Mr. Filmore? 


There was a Mr. Filmore there. 
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Q Mr. Frankheimer? Were you accompanied by an 


attorney? 

A Yes, I was. 

MR. SORKIN: I believe that is Frankhauser. 
Frankhauser, what is that, your attorney? 

A He is Hayden, Stone's attorney. 

Q If I show you these notes, sir, with the names 
Sobel and Frankhauser on here and a date, does that 
refresh your recollection as to the date that you were at 
the SEC? 

A If this is the notes that were taken at the 
testimony, yes. 

MR. SORKIN: Mr. Lesch, can you just identify 
the 3500 number on that, please? 

MR. LESCH: This is 3516-A crossed out and then 
there is a B put on. 

MR. SORKIN: It should be B, yes, B. 

Q Does that refresh your recollection, looking at 
that, sir, that the meeting with the SEC people was on 
August 2, 1973? 

aA Yes, it does. 

Q At that meeting, sir, did you mention anything 
about an option? 


A No, sir. 
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Q Thereafter, did you have a meeting with the staff 
of the prosecution in this case? 
A Right after that or -- 
Q After that. 
A I had some meetings and I went with my lawyer 
and I didn't say anything. 


Q You had some meetings where you didn't say any- 


Right, 
And then did there come a time, sir, when you had 
and you did say something? 
After I was indicted, yes. 
After you were indicted? 
A Yes. 


Q So the only time that you answered any questions 


prior to the time of your indictment was on August 21, 1973 


at the SEC, is that right? 

A I'm sorry. Coulc you repeat that? 

Q So the only time that you answered any questions 
by the prosecution or by the Secux .ties and Exchange 
Commission was on that one occasion on August 2, 1973? 

A Yes. 

Q Then the indictment came down. 


Did you have a conversation with Mr. Sobel at that 
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time, sir, when the indictment came? 

A I'm Mr. Sobel. 

Q With Mr. Salant. 

A Did I have a conversation with him? 

Q Yes, sir. 

A I spoke to him -- after the indictment now? 
I‘m sorry. 

Q After the indictment, right. 

A After the indictment? 

Q Yes. 

A I spoke to Salant, but nothing about the case. 

Q Did you mention to Mr. Salant the fact that you 
had been indicted and that he had not been indicted? 

A* Yes, I did. ; 

Q Did you say that you found that rather surprising, 
that you had been indicted and that he hadn't? 

A Yes. 

Q Because, after all, it was true, was it not, sir, 
that you and Salant had done everything together throughout 


this whole case; isn't that right? 


A That is correct. 


Q You were partners from the very beginning, isn't 
that right? You have to say yes because the reporter can't 


catch a nod of your head. 
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A Yes. 
Q Indeed, when you picked up the telephone he picked 
up the telephone; isn't that right? 
A Sometimes. 

MR. SORKIN: Your Honor, I object. I think it is 
the grand jury's decision as to who should be indicted. 

THE COURT: I will instruct the jury in my formal 
charge with respect to matters that are now being inquired 
into as to persons who were not named as defendants and 
persons who are named and the rest. 

MR. LESCH: I object to the prosecutor's remark 
that it is in the grand jury's decision, espectially in the 
light of testimony in this case about promises. 

THE COURT: I will instruct the jury now. 

It is a matter for a grand jury to determine. 

MR. LESCH: On the recommendation -- 

THE COURT: With the advice of the prosecutor. 

I will tell the jury now, as long as an issue is raised 
about it, that the jury may draw no inference from the 
fact that persons were named as defendants and others were 
not named as defendants. 

MR. LESCH: I respectfully except to that. 

THE COURT: You may except. 


After the indictment came down did you have a 
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conversation with Mr. Salant in which you told him in words 
Or in substance that you found it rathe: urprising that 
you had been indicted as a defendant and that he had not been 
indicted? 

A Yes, I did. 

Q Did he tell you in words Or in substance that the 
reason that you had been indicted and he hadn't was because 
he had testified about an option? 


A No, he did not say it. He did not say that. 
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BY MR. LESCH: 


Q Did there come a time when you heard that? 


MR. SORKIN: Your Honor, again I am going to 


object. I don't see the relevance. 
THE COURT: Let him finish his question, please. 
MR. LESCH: That is my question, did there come 
a time when you heard that. 
THE COURT: Objection sustained. 

Q Did there come a time, sir, when it came to your 
attention or your understanding the reason that Mr. Salant 
had not been indicted as a defendant and the reason you had 
been indicted as a defendant was that Mr. Salant had said 
to the grand jury that Mr. Corr had offered you an option? 

A I only assume that. 

MR. SORKIN: Mr. Sobel, let me make my objection 
and let the Court rule. 

THE COURT: Objection sustained. 

MR. LESCH: Your Honor, may I approach the 
bench on this. 

THE COURT: No, it is perfectly clear what you are 
inquiring into. There is no need for a side bar conference. 

Q Did your lawyer ever tell you that that was the 
reason, sir? 


MR. SORKIN: Objection, your Honor. 
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THE COURT: Objection sustained. 


Q Well, as you sit here today, is that your under- 

Standing that you were named as a defendant? 

MR. SORKIN: Objection. 

THE COURT: I hold this witness' understanding 
as to why he is a defendant in this case is not a proper 
question and please refrain from this area of inquiry. 
The grand jury makes the determination as to whom to indict 
and whom not to indict. This witness’ understanding bas 
nothing to do with it. I foreclose any inquiry into it. 
Please proceed to another subject. Your exception is 


noted. 


Coyne-direct 


JOHN ©eoryre &, called as a witness by 
the Government, being first duly sworn, testified 


as follows: 


MR. SORKIN: May I proceed, your Honor? 


THE COURT: Yes. 


DIRECT EXAMINATION 


BY MR. SORKIN: 


Q Mr. Coyne, let me remind you to please keep your 


voice up because all the jurors have to hear you. 


How old are you, sir? 
I am 34 years of age. 
Are you presently employed? 
Yes, I am. 
Q In what capacity? 
A I am a vice-president of sales in a furniture 
corporation uptown New York. 
Q Now, sir, did you plead guilty to a crime? 
ah I did. 


Q In the Southern District of New Ycrk? 
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I did. 
Q Prior to your testimony today, did you enter 
into an agreement or understanding with the United States 
Government? 


A I did. 


Q Let me show you now, Mr. Coyne, what has previous] 


been marked as Government's Exhibit No. 122 


MR. SORKIN: I serve defense counsel and I serve 


a copy to the Court. 


Q Would you look at 122, Mr. Coyne, and I ask you, 


sir, if you can identify that? 


A I can. 


Tell us, please, what it is? 

A It is an agreement I entered with the Government 
pertaining to my guilty plea for a charge of embezzlement 
committed back in 1971. 

Q Is that your signature on the third page, sir? 

A Te is. 

Is that your attorney's signature? 
re is. 


MR. SORKIN: We offer 122 in evidence, your 


MR. LESCH: No objection. 


(Government's Exhibit 122 received in evidence.) 
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Q By the way, Mr. Coyne, did you plead guilty before 
Judge Weinfeld or another Judge? 
A Before Judge Ward. 
MR. SORKIN: With the Court's permission I would 
like to read it to the jury. 
(Government's Exhibit 122 read to the jury by 


Mr. Sorkin.) 
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Q Mr. Coyne, staying with the subject you just men- 
tioned, did there come a time where Mr. Corr came to you and | 
requested a loan from the bank? 

4 There was a time when he needed an additional 
$40,000 for transaction of stocx of Jerome Mackey. I 
believe that w. n the early part of September 1972. 

Q Did you ha.e a conversation with him at that time? | 

AK I did. 

Q Where? 

A In the bank, my office. 


Q Was anyone else present” 


| 
| 
| 
| 


A To the best of my knowledge Mr. Smith was present 


and I believe Mr. Goldfarb was present. 

Q Tell us, please, the conversation? 

A The conversation pertaining to a need for a loan 
in the name of Mr. Corr for $40,000 additionally from his 
line of credit that was established when he first came in 
the bank. I believe that was in the realm of $45,000, 


$50,000. At the time the loan was granted by the president 
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and worked through my office and into our operating 

departments. He needed an additional $4( 900 for a 

transaction pertaining tc some stocks to be delivered si 
in from Jerome Mackey. 

Q vou mean Jerome Mackey stock? 

A Jerome Mackey stock. What I recollect was, I 
discussed it with Mr. Smith and we couldn't accommodate 
him at that time directly to himself because of two 
reasons: 

One, he would overgo the line of credit which we 
then have to be referred to the loan administration board 
of the bank and, two we were under examination by the 
state government for the normal fiscal examination of the ban 
and therefore we didn't want to create any further problems 
that may develop through the transaction of his account. 

Q Go ahead -- 

MR. LESCH: May we have the answer read back? 

THE COURT: Read the answer back. 

(Record read.) 

Q T:71 us the rest of the conversation? 

A, After discussing with Mr. Smith and Mr. Corr 
what was at that time told him, we couldn't accommodate 
him but it is possible if he had other people, we could 


possibly work the relationship through them temporarily 
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being it was only going to be a short term loan. The 
loan requested was I believe less than 30 days. 

Q Go ahead. What, if anything, did Mr. Corr say? 

A At that time Mr. Corr sa.d he would see what he could 
do, and he came back at a later date and said he could work 
these situations through his former wife and a friend of 
his, one being Keogh and the other Sonberg. 

Q Now, sir. let me show you, Mr. Coyne, what has 
previously been marked as Government's Exhibit 40 in evidence, 
end I ask you, sir, is this the loan application that Mr. 
Corr submitted to vou for $20,000 of the $40,000 loan? 

A This is a purpose statement, Regulation U -- 

MR. LESCH: I object te the form of the question, 
your Honor. He said is this the loan application that was 
submitted to you, by Mr. Corr. That is one of the key 
issues in the case and he tries to do it in this manner. 

THE COURT: I don't know the occasion for the 
excitement if you have an objection to the question. 

MR. LESCH: I will be happy to tell your Honor 
at the side bar. 

THE COURT No -- 

Will you identify the document? 


A Regulation U. Statement, a purrose statement 


filled out by the account, the person borrowing the money 
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and stipulates the purpose for which he is borrowing the 


funds. It also stipulates the bank and the stocks 
that are securing the loan. 

Q Sir, when for the first time did you see this 
document filled out as it is in the form that it is? 

A It was brought into my office, I believe, the 
date according to this, where I signed, the 14th of 
September 1972. 

Q Is that your signature at the bottom? 

A Se 283 

Did you receive it from anyone? 
I received it from Mr. Corr. 
Did you give it to him in blank? 


I did. 


When did you receive it from him? 


I received it on September 14, 1972. 


Sir, did you see anyone sign the name Kathleen 


I didn't. 
To your knowledge, sir, was the $20,000 extended 
Mr. Corr? 
A Extended to the account of Kathleen Keogh and 


then a letter was issued by Kathleen Keogh authorizing the 


bank to transfer the proceeds of that loan to the account 
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of Mr. Corr. 

Q Did Kathleen Keogh have an account at the bank? 

A No, she didn't. 

Q How could it then be issued to the account of Kath 
leen Keogh? 

A Actually the loan was made -- you are not 
necessarily required to have an account in the bank to 
actually receive the proceeds of a loan. When we received 
the letter from Kathleen Keogh through Mr. Corr, we then 
took the proceeds and applied it directly to the account of 


Mr. Corr. 
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Q Now, sir, you indicated that the loan was to be 


$40,000. 


A Originally it was to be $49,000. When we dis- 


cussed it at that time saying we couldn't accommodate him, 


did he have somebody else that we could make smaller amounts 
to; he said he did, his former wife Kathleen Keogh and Son- 
berg, and we would make a loan of $20,000 each. 

Q Was a loan of $20,000 extended to a person by 
name of Joseph Sonberg? 

A It was. 

Q Where was that money credited, if you know? 

A The proceeds were applied for the name of Mr. 
Sonberg, with a letter received from Mr. Sonberg authorizing 


to transfer it to the account of James Corr, III. 


19la 
hpe 8 Coyne - direct 
BY MR. SORKIN: 
Q Mr. Coyne, would you look at Government's 
Eyhibits 41 and 44 already received in evidence and would yo 
identify those please? 


A 41 is a loan application made up by our Loan 


Department in the name of Kathleen M. Keogh. 


It has no account. It was care of James Corr, 


Q What is the address? 


A 400 East 56th Street, New York. The amount 


requested was $20,000. Collateral was two 4;000 shares 


of Jerome Mackey's Judo at $10 per share. 

Q Sir, without reading it, is that document an 
internal application for the bank? 

A rt is. 

Q Would you look at 44, please. 

A This is a regulation form that's an internal 


form also. It states to the customer the actual charges, 


the amount of the loan, rebate, and interest he is payina. 
Q Did you observe any person sign the name Kath- 
leen Keogh at the bottom of 44? 
A I didn't. 
Q Do you know who signed it? 


Kathleen Keoah signed it. 
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Someone signed it or -- 


When it was presented to me it was already re 3 
| 


Do you know who signed it? 
No, I do not. 
Who presented it to you, sir? 
A Mr. Corr. 
@] Let me show you what has previously been marked 
as Government's Exhibit 66 and I ask you, sir, what 66 is. 


It is already received in evidence. 


A 66 was a letter typed to my attention, at the 
Underwriters Bank and Trust Company, 50 Broadway Office, 
from Kathleen Keogh, authorizing the proceeds of personal 
loan in the amount of 20,000 be applied or credited to the 
account of James E. Corr, IIl. 

Q From whom did you receive that document? 

A Mr. Corr. 

Q Do you know who signed the name Kathleen M. 


Keogh on that? 


A 


Coyne-cross 


Q Mr. Coyne, you testified earlier that you were 


indicted. Do you remember that, sir? 


A Yes, I did. 


Q And that you pleaded guilty? 
A Yes, I did. 
Q And that you pleaded guilty to the crime of 


embezzlement? 


A That is correct. 
Q That was with the Franklin Bank, is that right, sir? 
A That is correct. 


Q You were an employee of the Franklin Bank at the 


you embezzled money? 

A That is correct. 

Q Did it have anything to do with Mr. Corr? 
It had nothing to do with Mr. Corr. 


He didn't suggest it to you? 
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Did you know Mr. Corr at the time you embezzled 


these funds? 


A 


Q 


A 


Q 


I didn't. 
You embezzled $25,000, is that right, sir? 
That is correct. 


Will you tell us. sir, whether you embezzled the 


money by making false records in the Franklin Bank? 


A 


I falsified expense accounts; I falsified forms 


of that nature. 


Q 
‘ 
said they 
A 
Q 
A 


mitted by 


Q 


There were no expenses and you filled out forms and 
had been incurred? Tell us about it. 

I would dummy ion the expense reports. 

How would you dummy up the expense reports? 

Very simply. You make statements on the form sub- 


the bank and you would inflate it. | 
For example? Give me an example of the type of | 


expense you would dummy up? 


A 


To be very frank, we had a Christmas party every 


year so therefore for the officers and members of the bank, 


and they would participate in chipping in a small amount 


and whatever the difference would be, in most cases it was 


large, we 


the expenditure to the bank itself and charge the bank 


would take the amount, overage amount and falsify | 
| 
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where the bank was not permitted to pay for it, and 


| 

| 

| 

there would be the bill and that is what we would be falsi- | 

fying. | 
Q You would have to go slower. I didn't understand. 
had a Christmas party? 
A Like you collect lest's say $500 -- 

Q $500 for the Christmas party and that is to pay 


expenses. 


erime. The details -- 


THE COURT: The details don't make any difference 


MR. LESCH: Your Honor -- 


THE COURT: We are not going into details of the 


| 
MR. SORKIN: Okjection, your Honor. He has admittel 
| 
} 
| 


other crime. You have this witness ‘acknowledgment that he 

pled guilty, was found guilty to the other crime. We don't 

try the details of that in this case. I have allowed your 

questioning beyond to what you are entitled to under the law. 
Q What type of record did you falsify, sir, at the 


Franklin National Bank? Did it have a name? 


A Expense accounts. 
Q Was it expense account voucher, expense account 
card, expense account ledge? What was it called? 


A Expense account. 
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account? 


A 


Q 


A 


Q 


before it 


Coyne-cross 
Expense account what? 
General expense account for the branch. 


Was that on the general ledger, general expense 


Every account of the bank is on the general ledger .| 


Is that where you did the falsification? 

Yes, I did. 

Tell us what it said on the bank's general ledger 
was falsified? 


MR. SORKIN: Your Honor -- 
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THE COURT: The objection is sustained. 
MR. LESCH: May I be heard at the side bar? 
-HE COURT: I know precisely what the purpose is 
and I have allowed your inquiry bevond what is required. 


We are not trying the other case. 


MR. LESCH: I'm not attemptine try the other 


THE COURT: Go ahead. 


Q You put down false information on the bank | 
record, the Franklin National Bank to conceal the fact that | 
you had stolen $25,000, is that right, sir> 

A That is correct. | 

Q You didn't you do the same thing in this case? | 


You put down false information on a regulation U statement 


to conceal the fact that you had participated in an illegal 


A I didn't put it down. 


Q You had nothing to do with it, right. 
A No, sir. 
Q Nothing to do with it. 


A I didn't write down the application. 1 gave 


| 
loan to Mr. Corr? 
| 


those applications in blank. They were returned to me | 


by Mr. Corr and processed by my office. 


Q But you suggested to Mr. Corr -- 
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Coyne - 
I didn't suggest 
--to Mr. Corr to put down false information? 


I didn't suggest to Mr. Corr to do exactly 


I said to Mr. Corr, when we could not accommo- 
date him, could he get other people to use the loan, other 
names, and he stipulated he could and I gave him the blank 
forms that were returned to my office by Mr. Corr and they 
were filled out. 


I don't know who put the contents in them, who 


signed them or what. 
‘ 


Q Didn't you know, haven't you testified here 
this morning that you knew that the loans were going to he 
taken out in the names of Sonberg and Keogh because Mr.- 
Smith had reached his lending limit on loans to Mr. Corr? 

THE COURT: He didn't say t .at he knew they 
were going to be taken out in the names of Sonberg and 
Keogh. 

He said that he suggested to Mr. Corr that anvlir 
cations for loans could be made in the names of other per- 


sons. 


Is that correct? 
THE WITNESS: That's correct. 


THE COURT: And did you assume when the applica- 
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tions came in, they would be senuine applications in the 
names of other persons? 

THE WITNESS: That's correct. 

THE COURT: Stick to the issue in the case, under 
the charge or put any further questions you have on it. 

9 Mr. Coyne, when his Honor said “genuine appli- 

cations" that suggests to you, does it not, that the persons 
who were making the loan applications were going to get the 


proceeds of the loan? 


A The loans, the proceeds in my estimation would 
be going to these people and then directed to Mr. Corr's 
account through these people. 

Q Yes. So, you knew that although Kathleen Keogh 


was submitting a loan application the proceeds of the loan 


were supposed to go to Mr. Corr? 


A Right, I knew that. 
Q Now, is that genuine, sir? 
A That is genuine. 

Genuine what? 


Genuine money the money was going to go to Mr. 


Q Was there a depositcr at the Underwriters Trust 
Company by the name of Goldfarb? 


A Leroy Goldfarb, yes, a= that time. I don't know) 
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if there is now. 
Q Mr. Goldfarb was heavily in debt to the under- 
writers Bank and Trust Company, sir. 
A He had a loan at the bank. 
Q What was the amount of his loan? 
MR. SORKIN: Objection, your Honor. 
What does Mr. Goldfarb -- 
THE COURT: Sustained. 
MR. LESCH: May I approach the bench. 
THE COURT: Yes. 
(At the side bar.) 
MR. LESCH: Your Honor, I understand from the 


material that I have obtained from the Government that Mrs, 


Gene Goldfarb is going to come in to this court and testify 


that she wrote the name Kathleen Keogh on these application 
forms at the dire :tion of James Corr. 

Now, what I think happened is something else. 
I think the two Goldfarbs and this fellow were in cahoots 
and that's what I'm trying to establish; that really Gere 
Goldfarb did it at the request of her own husband. 

And, I have nothing to go on because I have one 
piece cf paper -- 

THE COURT: .« am not going to allow you to free- 


wheel on this thing as you nave heen doing in a number of 
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MR. SORKIN: That's totally inconsistent of what 


this man testified to. 
MR. LESCH: I say he's a liar. 


THE COURT: That's your statement. There is no 


MR. LESCH: Your Honor, I sincerely urge your 
Honor to allow me to go into this inquiry which relates -- 


it is the only way I can inquire into the testimony of -- 


testimony here as to Goldfarb. 


THE COURT: What do you want to -- 
MR. LESCH: I want to find out what the rela- 
tionship of the Underwriters Bank to the Goldfarb was. 

THE COURT: If that is your purpose, I will 
sustain the objection. 

MR. LESCH: In the light of the testimony that | 
is going to be adduced from Gene Goldfarb. 

THE COURT: t don't know what testinony is going 
to be adduced. | 

MR. SORKIN: The fact is that the money went 
into Mr. Corr's account. Are you saying you didn't know 
it went into his account? 

MR. LESCH: What I am saying is, your Honor, 


that this false loan epplication was made and when this 


man saw there was an examination going on at the Underwriterxs 
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Trust and Company and he didn't have a regulation U state- 
ment and he needed one, he called in Goldfarb; Goldfarb 
got his wife to -- 

THE COURT: I will let you ask that question. 

MR. LESCH: Your Honor, if I do it directly I 
will not get anywhere. 

THE COURT: You have gotten as much leeway as 
anybody has gotten. It is getting to the point of absurdity 
and you are distorting the actual issue under the count of 
the indictment. 

, MR. LESCH: May I inquire into the relationship? 


I will do it as quickly as possible, into the relationship 


between Goldfarb and the Underwriter's Bank. It is verv 


important to my case. 

MR. SORKIN: It has absolutely nothing to do 
with count 34. 

THE COURT: You can ask him whether or not he 


received it in that manner. He has testified how he got it. 


| 


MR. LESCH: Your Honor, I -- 


THE COURT: You are not going to run for miles 
on this. It has to come to an end. 

MR. LESCH: Your Honor is running the courtroom, 
not me. I respectfully -- 


THE COURT: You may state your exception. I 
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told you what you can do. {[f you don't want to do it, don't 
do it. It has nothing to do with the charce. 

MR. LESCH: It does, vour Honor. 

THE COURT: I said what I have allowed you to do! 
You are certainly not entitled to ask those questions on | 
the basis of what this witness has: testified to.either on 
direct or cross. 


MR. LESCH: Your Honor, shall I call him back 


(In open court.) 


BY MR. LESCH: 
Q How long have you known Mr. Goldfarb in Septembe 


of 1972? 


| 
| 
THE COURT: You do what you want, please. 


A I had met Mr. Goldfarb through Mr. Smith in, 
I believe it was December of '71. 

Q Then did you have a conversation with Mr. Gold- 
farb with respect to these loans to Keogh and Sonberg? 

A Not to my knowledge, not that I recollect. 


Q Never? Is that your testimony, you have never 


talked to Goldfarb about these loans to -- 
A To the best of mv knowledge Leroy Goldfarb was 
always around when Mr. Corr was around. 


He could have been in the office that day and 
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may not. I don't know. Mr. Goldfarb was the one who 
brought Mr. Corr in to the bank. 

Q Did you tell Mr. Goldfarb in or about the fall 
of 1972, that you didn't have the proper requlation U state- 
ment for this loan? 

A I didn't. 

Q And that you needed his help on that? 

A I didn't. 

Q How much money did Mr. Goldfarh owe to the 
at that time? 

A I couldn't -- 

MR. SORKIN: Your Honor, again I object. 


THE COURT: Objection sustained. 
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MR. SORKIN: The Government calls Jean Goldfarb. 
JEAN GOLDFARB, called as a witness by the 
Government, having been first duly sworn by the Clerk 
of the Court, testified as follows: 
MR. SORKIN: May I proceed, your Honor. 
THE COURT: Yes. 
DIRECT EXAMINATION 
BY MR. SORKIN: 
ie) It is Mrs. Goldfarb, is that correct? 
A That's correct. 
Q Would you give your voice up, Mrs. Goldfarb, 
so Mr. Bergman, the last juror, can hear you, please? 


A Okay. 


fe) ' Mrs. Goldfarb, are yor married to a gentleman 


by the name of Leroy Goldfarb? 

A Yes, I am. 

Q How long have you been so married? 
Nine years. 
Are you employed? 
Yes, I am presently employed. 
I just started working a week ago. 
At what firm? 
At Loeb, Rhodes. 


Are you a registered representative? 


0 


A 
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Not at present. 
Have you ever been registered? 
Yes, I have been. 
Where were you registered, madam? 
Last, or -- 
The last time you were registered? 


I was last registered briefly at Hartizmark & 


Cos, in t973. 


Cc 


A 


And prior to that time? 


Prior to that time with Morgan, Stearn Securitie 


That was NASD, not a member firm. 
\ 


0 


A 


0 


A 


By that you mean -- 
Not a member of the New York Stock Exchange. 
When did you first become registered? 


If I recall, I first became registered at the 


end of 1968, early in 1969. 


Q 


Mrs. Goldfarb, do you know a gentleman by the 


name of James E. Corr, III? 


A 


Yes, I do. 

Do you see him in the courtroom today? 
Yes, I do. 

Would you identify him, please? 

He is the gentleman sitting at that table. 


MR. LESCH: Stipulated. 
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Is that sufficient? 
It has been stinulated, yes. 
Mrs. Goldfarb, when did you meet Mr. Corr for 
the first time? 
A I guess I probably met Mr. Corr, to the best of 
my recollection, for the first time in the fall of 1971. 
Q Where did you meet him? 
A If I recall, he had come up from Florida. He 
was staying at a hotel in Central South Park, the Essex 
or Eampshire House or something. 
@) Keep your voice up, please. 
A All right. 
At his hotel. 
Q Mrs. Goldfarb, did you and your husband have a 


social relationship with Mr. Corr in 1971, '72 and '73? 


A Yes. 


19) You were friends? 


A Oh, yes. 


(@] Did there come a time, Mrs. Goldfarb when you 


went to a bank known as the Underwriters Bank and Trust 
Company? 

A Yes. 

e) When did you first go to the bank or have you 


been there a number of times? 
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I had been there many times. 


Let me direct your attention then to September 


of 1972. 


Did you qo to the oank in September of 1972? 


A Yes. 

0 Prior to qoing to.the bank, did you 
conversation with Mr. Corr? 

A I believe so, yes. 


0 Was it in person or over the phone? 


A My recollection is not too clear on that point, 


but I did have a conversation with him. 
0 And as a result of that conversation you went 
to the bank? 
A Yes. 
MR. LESCH: I object to the form of the question, 
your Honor. 
MR. SORKIN: I withdraw the question. 
9 Do you recall what Mr. Corr said to you and what 


you said to him prior to aoina to the bank? 


A It was brief. 


Mr. Corr asked me if I would meet him at the 


bank, and I don't believe that there was anything that I 
asked anything more. 


I just assumed that he wanted me for that 
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purpose. 

Q Did you then go to the bank? 

A Yes, I did. 

@) Mrs. Goldfarb, I am going to show you three 
documents now: 

Government's Exhibit 40, 44, and 66, all in 


evidence. 


MR. SORKIN: For the jury, ladies and gentlemen, 


40 in evidence is the loan application with the signature 


of Kathleen Keogh; 
44 is the statement of charges, with the siqna- 
‘ 


ture of Kathleen Keogh, and the printing Kathleen Keogh; 


And 66 is what has been described as an authori-| 


zation to John Coyne, signed Kathleen Keogh. 

THE COURT: Am I correct again, that this evi- 
dence is being offered only with respect to the defendant 
Corr and also with respect to count 34? 


MR. SORKIN: That is correct, your Honor. 


THE COURT: Members of the jury, I so instruct 
you that the evidence now being offered is to he considered 


Only as against the defendant Corr and not in any respect to 


be considered as to the other two defendants on trial, and 
the evicence relates to the charge that the defendant wil- 


fully and knowingly made a false statement to the Underwriters 
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Bank and Trust Company, that is, with respect to the loan 


0 Mrs. Goldfarb, would you look at Government's 
Exhibit 40, 44 and 66, and I ask you to look atthe signature 
on each document. 

On 40 it reads "Kathleen M. Keogh," on 44 
"Kathleen Keogh," and on 66 it reads “Kathleen Keogh." 


Now, Mrs. Goldfarb, would you look at those docu 


that you are familiar with, the $29,000 loan. 


ments and I ask you: Is that your handwriting? 
A Yes, this is my handwritinc. 
:; Q Did you siqn the name "Kathleen Keogh" on each 
of those documents? 

A Yes, I did. 

Q Did you print "Kathleen Keogh" underneath 
Government's Exhibit 44? 

A No, that is not mine, but it looks fa..iliar to 
me, the printing. 

(@) That is not your printing, though? 

A No. 

0 Is there anything else on any of those documents 
that is in your handwriting other than the signature? 

A Yes. 

On Exhibit 40. 


Would you hold it up so the Court and jury can 
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see it. Go ahead. 
A On Exhibit 40 there is a statement which require 
an answer. It is in my handwriting. 
0 What is in your handwriting? 
A It says "Is to refurbish home." 
MR. LESCH: I'm sorry, I didn't hear that, 
your HWonor. 
THE COURT: “Is to refurbish home." 
That is in your handwriting? 
THE WITNESS: Yes. 
1] Anything else on any one of those documents, 
40, 44 or 66? 
Why don't you turn them over, too, to see if 


there is anything on any of them. : 


| 
| 
A No, just on each one my handwriting where the 


signature is, and where it savs "To refurbish home." 

‘@) Mrs. Goldfarb, prior to signing the name sina 
Keogh and Kathleen M. Keogh, did you have a conversation wich 
Mr. Corr when you arrived at the Underwriters Bank and | 
Trust Company? 

A Yes. 

1) Where was th conversation, to the best of your 
recollection? 


A This is three years aao. 
a | 
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To the best of my recollection -- you mean what 


part of the bank? 


(9) Was it in an office, in the lobby, behind the 


A I think it was outside -- it was at a desk, at 
an empty desk, near the empty desk, probably outside of Mr. 
Smith's office. 

¢) Was anyone else present at the time that you had 
this conversation with Mr. Corr7 

A Not to my recollection, no. 

9] Tell us, please, to the best of your recollec- 
tion, Mrs. Goldfarb, what Mr. Corr said to you and what you 
said to Mr. Corr, and keep vour voice up, please. 

A Mr. Corr asked me -- i assumed it was important 
for him to have these documents signed -- 

MR. LESCH: I object to that, your Honor. 

THE COURT: Not what you assumed. You are ast :d 
to state what Mr. Corr said to you, the circumstances under 
which you signed t. 

A Mr. Corr asked me to sign those documents becaus 
it was necessary that thev be signed ac that tine, and to ha 
sent these documents to Kathleen Keogh in Florida would have 
taken too many days. 


(a) This is what Mr. Corr is telling you? 


¥\ 


to 


18 


19 


gz & 8B BS 
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A Yes, to the best of my recollecticn. 
‘@) Did he say anythinag else? 
A Let me see. 


Just that it was important that these documents 
be siqned and that it would just take too long really, to 


have them sent, and would I sian them. 


@) Mrs. Goldfarb, did you read each of those docu- 


ments before you siqned them? 


A 


| 
| 
He asked me to sign them. 
No. 


0 Did you know at the time you were signing 


‘ 


Kathleen Keogh's name what you were signing? 


A No, not really. I nrobably glanced at them. 


Mr. Corr was a friend, a friend I had faith and trust in and 


I just signed them. 
(9) What did vou do after vou sianed them? 
What did you do with those documents after you 
siqned them? 
A I assume I gave them back to Mr. Corr. 
MR. LESCH: I object to what she assumes. 
A Let me trv and recall now. 
I know that Mr. Corr was standing near me as I 


THE COURT: 


| 
sianed these documents. | 
The question was what did you do 
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after you signed them. 
THE WITNESS: After I signed them I may have 
chatted with Mr. Corr -- 
TFE COURT: What did you do -cn the documents? 
THE WITNESS: I qave them to Mr. Corr. 
‘@) When was the next time, Mrs. Goldfarb, that vou 
saw those documents after giving them to Mr. Corr? 
A The next time I saw these documents was when 
you showed them to me in your office. 
QO And when was that? 


A Just a month -- no, I came back from Florida 


‘ 


November 23rd. 


I don't know when I saw you. I don't remember 


Was it in the last two months? 


Definitely. Within the last month. 


Qo Mrs. Goldfarb, did you receive any monies, gifts 


promises of any monies or gifts or any remuneration from 
Mr. Corr for signing those documents? 

A Absolutely nothing. None whatsoever. 

Q To your knowledge, Mrs. Goldfarb, do you know 
what Mr. Corr did with those documents after you gave them 
back to him? 


A No. 
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MR. SORKIN: Government calls Steven Greenberg. 
STEVEN GREENBERG, called as a witness 
by the Government, having been first duly sworn by the 
Clerk of the Court, testified as follows: 


MR. SORKIN: May I proceed, your Honor. 


; THE COURT: Yes. 
DIRECT EXAMINATION 
BY MR. SORKIN: 
Q Mr. eeieee. please keep your voice up, sir, 
so all the jurors can hear you. 
Mr. Greenberg, how old are you, 
32 years of age. 
Are you employed? 
Yes, I am. 
In what capacity? 


I am President of Anametrics, Incorporated. 


Q And what is Anametrics, sir? 


public relations work. 


A We are investment advisors and also do financial 


216a 


Greenberg ~- direct 
How long have you been President? 
Since its incorporation in 1968. 
Prior to that time, what did you do? 
A I was self-employed in the financial consultina 
business and prior to that, I was a security analyst. 
Q ror whom, sir? 


A Arnold Bernhardt & Co. 


Q To your knowledge, does Arnold Bernhardt publish 


a publication known as Value Line? | 


A Yes, sir, they do. 
Q Did there come a time when you received a tele- 


phone call from a person who identified himself as James 


BE. Corzs, Iii? 

A Yes. 

Q Did you ever meet a man by the name of James 
Corr in person? 

A Yes. 

Q Did the man who had the voice on the telephone | 


have the same voice as the person who identified himself | 


as James Corr? 


A I believe he did. 
Q fell us what the conversation was? What did yo 
say to Mr. Corr and what did he sav to you? 


And can you fix a time when he first called you 
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A It was probably sometime in the middle of 1972, 
May, June or July and the telephone call came to someone 
in my office and I returned it because I was at another 


phone call. 


When I called him back, he told me he had heard 


of certain things about the type of work we did and would be 


interested in meeting with me to discuss the development 
of a possible future business relationship. 


Q Anything else discussed? 


A In that conversation? 
Yes. 
No. 
To the best of my recollection, no. 
Q Do you recall the subject of Jerome Mackey's 


Judo being discussed? 


A I'm sorry, yes. 


He mentioned he was a principal stockholder ina 


company called Jerome Mackey's Judo, Incorporated and that 


it was a stock that was publicly *“raded and he told me a 


little bit about the company and what they did. 
He told me he would be interested in speaking 
with me further. 
Q Now, sir, did there come a time when you did 


meet Mr. Corr? 


218a 


Greenberg - direct 
Yes, I did. 
When was that, sir? 
In my office. 


Could you tell us when, in relation to the phone 


A Within a day or two after the phone call -- 
possibly within a day or two after the phone call. 
Q Was anyone else present? 


A Just the two of us. 


Q Tell us what you said to Mr. Corr and what he 


said to you? 

A I told Mr. Corr something about the type of 
business we did and the kinds cf companies we represented 
and basically what our business was about. 

Mr. Corr in turn told me that he was a principal 
stockholder in Jerome Mackey, that he would be interested in 
possibly retaining us to represent Jerome Mackey in the area 
of doing their financial public relations, that is, dis- 
seminating to the public and to others, information about 


the company. 
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Q When you were hired, do you recall that Mr. Mackey | 


was mentioned at the time that you were hired? 

A Yes, he was. 

Q And in what connection was he mentioned, sir? 

A As being the principal stockholder and chief 
executive, chief operating -- president, or some other 
senior title. 


Q When Mr. Corr spoke to you about being hired by 


Judo, didi he say that he could only hire you subject to his 
speaking to Mr. Jerome Mackey? 
A He might have. 


Q What is your best recollection, sir? 


A I believe he did. 
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would so testify. 

MR. SORKIN: That is accurate, your Honor, or 
someone from the brokerage firm, as the case may be, 
they would testify that those documents were mailed. 

The next stipulation has been entered into between 
Michael Lesch, counsel for defendant James Corr, III, and 
Mr. Lesch is from the brokerage firm of Shea, Gould -- 

MR. LESCH: Not brokerage firm. 

MR. SORKIN: I'm sorry, from the law firm of 
Shea, Gould, Climenko & Casey, by the United States Attorney 
Thomas J. Cahill, by Ira Lee Sorkin, and it is a stipulation 
entered into only between James Corr and the Government 
and it relates to only counts in the indictment that 
pertains to James Corr, and not to the defendants Roger 


Drayer or Barry Drayer. 


Stipulation 


ll. If Jeffrey Tucker an attorney with the 
Securities and guchanes Commission were called as a witness, 
he would testify that on June 26, 1973, July 9, 1973, and 
July 16, 1973, James E. Corr, III appeared before the 


Securities and Exchange Commission and was duly sworn to 


testify truthfully. 


12. If a Stenographic reporter were called as 
a witness, he or she would testify that Government Exhibits 
251 (June 26, 1973), 252 (July 9, 1973) and 253 (July 16, 


1973), all of which will hereinafter be marked, are true 
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and accurate copies of the testimony of James E. Corr, III! 
before the Securities and Exchange Commission as steno- 


graphically recorded in the abovementioned dates. 


MR. LESCH: Here again, this is also subject to 


MR. SORKIN: Ii Jeffrey Tucker, attorney with 
the Securities and Exchange Commission, would also testify 
that in 1972 and 1973 the Securities and Exchange Commission, 


was investigating the security of Jerome Mackey Judo, Inc., 


and was inquiring into the following areas concerning that 


stock: 


Whether James E. Corr, III had quaranteed pur- 
chasers of Judo against loss; 

2. Whether James E. Corr, III controlled 
brokerage accounts of others; 

3. Whether James E. Corr, III attempted to a 
acquire control of Judo; 

4. At what brokerage firms Kathleen Keogh and 
Joseph Sonberg exchanged Judo securities for Health Delivery 
Systems, Inc. securities; 

5. The substance of a conversation hetween 
Robert Tucker and James E. Corr, IIIf; 


6. Whether James E. Cor, ITI made price 


projections to brokers and traders; 


Stipulation 
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7. Whether James E. Corr, III instructed R. 
Bruce Buschbaum to be high bid in Judo securities; 
8. Whether James FE. Corr, III told Russel 
Wayne of the inaccuracies in the Value Line article. 
And nine would be, he would testify that the 


Securities and Exchange Commission was inquiring as to 


whether Joseph Sonberg and Kathleen Keogh maintained 


brokerage accounts in the year 1972 and 1973. 


That is the extent of it, your Honor. 
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DIRECT EXAMINATION 
By MR. SORKIN: 
Q Mr. Filmore, you have been here so I needn't 
remind you to keep your voice up so everyone can hear you. 
Are you employed? 
A Yes, I am. 
Q In what capacity? 
A I'm employed as an investigator by the New York 
Regional Office of the Securities and Exchange Commission. 
Q How long have you been so employed? 
A Thirteen years. 
Q Prior to that, Mr. Filmore, what did you do? 


A Prior to that I was employed by the Commodity 


Exchange Authority. Prior to that I was in the U. S. Army. 


Prior to that I was in college. 

9 Mr. Filmore, during the course of your duties 
with tne Securities and Exchange Commission, did you work on 
a matter involving the securities of Jerome Mackey's Judo, 


Inc.? 
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all those records? 


A Yes. 


Q Anyway, it took them zany, many months to a 
“A 


Q What you finally came uj with was $600,000 paid 
by Mr. Corr for these 34,000 shares of stock, isn't that 
right? 


There was monies -- other monies paid by Mr. 


In addition to these? 
Yes, sir. 

Q This isn't even complete, is it? 

A This is what he paid for stock received for 
other people. 

Q This is not even a complete chart in the sense 
the’ it doesn't represent all the amounts that Mr. Corr 
spent for Judo stock, does it? 

A It doesn't list what was Mr. Corr's stock that 
he naid for, no. There is more than this. 

There is more than this? 
Yes, sir. 


Now, how much is this 84,399 shares worth today, 


Well, I haven't looked in the pink sheets 


recently. The last time I looked in the sheets it was hearl 
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a market for it if there was -- 
Barely any market for it? 
That's right. 


The company isn't even operating now, is 


A That's right. 

Q This investment of $600,000 is worthless, isn't 
that right? 

A I don't know if it is worthless or not. 

Q Well, it certainly isn't worth -- 

A Covld I finish? 

Q Yes. 

A In the open market it is worthless. Privately 
it may be worth something, I don't know. 

Q As far as you know, sir, this represent sub- 
stantially a total lors for Mr. Corr, isn't that right? 

a Substantially, yes. 


Q You can tell from this chart that Mr. ‘orr, the 


principal defendant in this case, lost over $600,000 by 


virtue of his transactions in Judo stock, is that right? 
A No, no. 
Q fou can't tell that? 
No, because I -~ may I explain? 


Sure. 
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There was a profit at the end of October -- 
MR. SORKIN: What year, Mr. Filmore? 
1972. He had profits. 
How much profits did he have? 
At least -- approximately 250 to $300,000. 


You didn't offer any chart to show that, did 


MR, SORKIN: Your Honor, we did. It is right 
here. If Mr. Lesch wants to look at it again. 

MR. LESCII: That doesn't show profits, that 
shows proceeds from sale, doesn't it. Do you kruow the 
difference between profits and proceeds. 

THE COURT: Mr. Lesch, please don't grah and 
snap papers that way. Please conduct yourself in proper 
decorum. 


MR. LESCH: Excuse me, your Honor. 


Q Are you telling us, Mr. Filmore, that this 


chart here, Government's Exhibit 255, that this represents 
profit? 

A No. 

Q That represents proceeds from the selected trans 
actions as shown on this chart, isn't that right? 

A That's correct. 


Q And in order to fi out whether here is a 
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profit or a loss, you have to balance out all of the pur- 


3 chases that the man made against all the sales that the man 
oa 4 made, isn't that xr: jzht? 
‘ 5 | A That's correct. 
6 | Q If the man hasn't made sales of particular stock 
7 then you have to value the stock as of the day that you are 
§ ascertaining whether there is 4 profit or a loss, is that 


right, sir? 
10 A Substantially. 

ll Q Now, I'm asking you again, whether you had ever 
made a chart which showed thet Mr. Corr had profits of 
$250,990 in any year? 


A Yes. 


15 2 But you didn't offer it in evidence, did you? 
16 A It is not in evidence, no. 


7 Q The only thing that is in evidence is a chart. 


investment 


Exhibit 255 that shows that “Mr. Corr made an 
of over $600,000 in stocks that are now substentially worth- 


less, isn't that right’ 


Yes. 


A 
Q The net effect of all of the evidence in this 
case, all of the conversations, all of the directed orders 


so-called and everything else. as far as the Government know 


is a $690,000 loss, is that correct, sir? 


Filmore - cross 


MR. SORKIN: Objection. 


THE COURT: Objection is sustained. 
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MR. LESCH: Now, with respect to counts 2 
through 9, your Honor, those of course are the counts 
that charge Mr. (9rr with the unregistered sale of stock. 
The Government's theory is as I understand it, and we have 
discussed it and indeed as it is alleged in the indictment i: 
that Mr. Corr was & controlling person of Jerome Mackey's 
Judo, that is, that he controlled the policies and manage~ 


ment of the company and I think that the evidence is over- 


whelming and undisputed that he was not a controlling person 


of Jerome Mackey's Judo. 

I direct your Honor's attention first to the 
cross examination of Mr. Mackey, that starts at page 309 of 
the record, in which Mr. Mackey said that he was the Chief 
Executive Officer, that he made the decisions with respect 
to the location of franchises, that he made the decisions 
with respect to the compensation of employees; that when a 
contract was to be entered into for advertising services, he 
made the decision. 


lor example, the contract with Milt Warner 
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Associates, which was an advertising contract; that he was 
the one who held the ultimate power in the corporation to 
decide whether that agreement would he made and that 
testimony appears at 3i1l. 
He even goes so far as to say on pas: 311 in 
response to this question; 
e "9 If you had wanted it and the rest of the Board 


of Directors had not wanted it that aqreement would have 


not been entered into? 
ll "A My opinion probably would have been sustained." 
He also admits at all times relevant to this case, 


‘71, ‘72 and '73, he owned more than 50 percent of the out- 


standing common stock of Jerome Mackey's Judo; that in 
August 1971 he owned 96.3 percent and this is at page 312 
of the record -- 
7 THE COURT: Mr. Lesch, is stock control the. 
sole criteria? 


19 MR. LESCH: It is not, your Honor. 


rad THE COURT: May there be more than one control 
person? 


MR. LESCH: Yes, there can be more than one 


control person. 


THE COURT: Is the jury concluded by that testi- 


3 


‘ 


emcee 
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MR. LESCH: There is no testimony the other way 
in this case. 

Your Honor, there may be more than one control 
person but if one person by himself has the power to control 
entirely the operations and management of the company all by 
himself, the fact that at certain times someone may agree 
with him and that at other times someone may disagree with 
him, does not make him a controlling person. 

THE COURT: Isn't there testimony in the case 
by a witness that the defendant acknowledged that he was the 
person in control of the corporation and directed its 
affairs? 

MR. LESCH: There is testimony -- I've forgot- 
ten which witness there is - 

THE COURT: At least one witness. 


MR. LESCH: I think the only witness who said 


that was Mr. Wien and I think he was talking about the con- 


trol of the stock, your Honor. I don't believe that he 
was talking about .*« control of the management of the cor- 
poration. 

Your Honor, this vitness, Mackey, who was really 
the Chief Executive Officer 1d Chairman of the Board of 
Directors admitted on page 313 and a document in evidence, 


BB, which sh ~ it, that he had the power in owning 50 
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percent of the stock under the bylaws of the corporation, 
he had the power to appoint the entire Board of Directors 
of this corporation and that that power continued -- 

THE COURT: You mean appoint or elect. 

MR. LESCH: Elect. Although in his case it 
amounted to the same thing. 

Because all hehad to do was cast -- 

THE COURT: Mr. Lesch, what you are saying is 
that the bylaws of a corporation which define the duties of 
the President and give him usually complete exe -utive con- 
trol, would foreclose a finding that another per~on .y facts 
acts and conduct, may also be deemed to he a control per~ 
son. 


MR. LESCH: This is not the president. I'm 


talking about him as a shareholder. 


Your Honor, if you will look at the transactions 
in this case, aside from m*xketed transactions which have 
nothing to do with the management and policies of the cor- 
poration, Mr. Bradley testified ““at for the agreement to 
be entered into it was always understood that Jerome Mackey 
would have to sign that agreement and would have to approve 
it. 

Mr. Greenberg, who was hired as a financial 


analyst, testified that it was his understanding that it was| 
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subject to Jerome iMackey's okay. 


Mr. Ray Corr, who was Mr. James Corr's brother, 


also testified that his hiring was subject to Jerome Mackey': 


personal okay. 

Finally, your Honor, Mr. Corr appeared before 
the SEC as, of course your Honor knows, because the transcri 
is in evidence. 

The SEC went through all this with him and then 
they issued a release on August 24, 1973 after the stock had 
been suspended and before the suspension was lifted and they 
said as follows: 


Tris is release number 10364A, of August 24, 


"The Securities and Exchange Commission announce 
the temporary suspension of over-the-counter trading in the 
securities of Jerome Mackey's Judo, Inc. Mackey, located in 
New York, New York, will terminate at midnight, Eastern 
Daylight Time, August 27, 1973. The Commission initiated 
the trading suspension May 10th, 1973 because of questions 
concerning the market activity in Mackey stock. Management 
of the company had indicated to the Commission's staff that 
there had not been any unusual corporate developments or pub 
lic announcements to justify the price rise in Mackey 


stock." 
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Now, here is the part that relates to control. 

“It appears that the public float in the stock, 
the number of shares available for public trading is 
approximately 250,000 shares, of which approximately 150,000 
shares, or 60 percent of such float, may be controlled 
directly or indirectly by one person. It is possible, there 
fore, that Mackey's stock may be subject to erratic price 
movements." 

Mr. Corr had been down there in June, many of 
the facts that have been discussed here today on Mr. Filmore|s 
chart, the fact that he had acquired al: this stock, was 
presented to the SEC and the SEC said that that was part of 
the public float. They recognized that Mr. Corr would be -- 
would have the right to buy and sell that stock otherwise 
they would not have called it the public float, your Honor. 

So, I say, both based on the evidence in this 
case and the fact that the SEC itself said that Mr. Corr's 
150,000 shares in or about August 1973 were part of the 
public float, they recognized that he was not a control 
person. They recognize the fact that back in 1973. If 


one witness -- we have had four weeks of testimony, your 


Horor in this case, and reams and reams ~~ if one witness 


who has no familiarity with the real management of the com- 


pany could but only, based on one statement like that of 
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Mr. Corr that your Honor quotes, is that enough in a case 
like this -- 

THE COURT: I didn't mean to confine the evidenc 
in the Government's case to that single instance. 

How about the negotiation with Mr. Bradley? 


MR. LESCH: ‘our Honor, just because someone 


negotiates for Jerome Mackey's Judo on behalf of the company 


when Mr. Bradley himself said that he understood he couldn't 
buy it and Mr. Mackey said that, your Honor. I can read 
your Honor the testimony -- 


(Continued on next page.) 
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THE COURT: I am familiar with that. I have gone 
over the testimony as you must know, very carefully and 
I kept day by day notes. 

MR. LESCH: I know your Honor is extremely 
familiar. You wili recall on the redirect examination of 
Mr. Mackey, I asked him those two questions about Mr. 
Bredley and Anametrics. In those.cases too he confirmed 
that he was in control. If I may for a moment read that 
testimony to the Court. 

THE COURT: Well, you have to remember,/ir. Lesch, 
you are reading, not summing up before the jury. You 
are directing yourself to the Court. You are asking for 
a directed verdict as a matter of law. I think you are too 
experienced for me tc really go into details on what 
you have to show in this situation. 

MR. LESCH: Your Honor, I assisted Mr. Gould 
during the Wolfson trial. And that was a case where Mr. 
Wolfson sold a lot of stock of a corporation called 
Continental Corporation and there was no question that he 
controlled that corporation. He was the chief executive 
officer and appointed the board of directors. That is 
what we are talking about when you have controlled stock here). 

THE COURT: Even in that case, you argued that he 


was not the controlling officer. 
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MR. .ESCH: No we didn't, your fonor. 
make that argument. 
Here on 339. 
*¢ The deal with Mr. Bradley? 
“A Yes. 
"Q You say that Mr. Corr negotiated that deal with 
Bradley? 
"A Yes, he did. 
“¢ Before that deal the agreement in principle 
were signed did you have a conversation with Mr. Corr? 
"A Yes. 
"Q And did you give your approval to Mr. Corr to bind 
the company to that agreement? 
"A Yes, sir." 
He was acting pursuant to Mackey's instructions. 
THE COURT: Have you finished your argument 
on that point? If so I am going to limit you to a very 
brief response. 
MR. SORKIN: Your Honor, I think the br‘efest 
I can be is, I think it is now a jury question and I think 
the Government has certainly made a prima facie case that Mr. 
Corr was in control. If Mr. Lesch wants somebody else 
who the Government claims has testified that there is some 


sort of control that Mr. Corr had, I direct his attention 
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to Mr. Corr's own SEC testimony where Mr. Corr himself 
and I can't quote verbatim but Mr. Corr himself says that 
he had carte blanche to this corporation. He had 
assets, property,any n’ “e wanted from this corporation. 
I don't mean to be summij.: up, your Honor, but I think 
that is what Mr. Lesch and I are doing. I think on the 
basis of a motion to dismiss as a matter of law. I 
think the motion should be denied. 

MR. LESCH: Your Honor, that is talking about 
access to assets. That isnot talking about control. ihe 
fact is as Mr. Mackey himself said he was the only 
one who had an expense account in that corporation. Yes, 
Mr. Corr could go to him and if he was doing something for 
the corporation he could ask Mr. Mackey for it. 

But I honest?y can't say how there is a shred 
of evidence in this case when you have the *estimony of 
Mackey, when you have the testimony of Greenberg, you 
have the testimony of Ray Corr, you have the conclusion 
of the SEC itself on this. 

I can't see how there is anything to go to the 
jury on. The only effect of all this is going to be 


if your Honor denies the motion is that we are going to 


have such a confusing issue before the jury and the relevant 


issue in this case and I ask you -~- 
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THE COURT: I assure you you will not have a 
confusing issue before the jury. I hope I can frame an 
instruction to the jury that will not be confusing. I have 
spent Christmas Day, New Year's Day and this 
Saturday and Sunday working on the charge, hopefully it 
will be a charge that the jury will understand. 

MR. LESCH: I understard that and I appreciate it. 
But even Justice Jackson once said about these conspiracy 
counts -- 


MR. SORKIN: We are on 2 through 9. 


THE COURT: You don't have to q.°* Mr. Justice 


Jackson. You would be better in quoting Judge Learned 
Hand on the conspiracy charge. 

MR. LESCH: What we have here is the conspiracy 
charge plus this confusing Section 5. 

THE COURT: You keep on saying confusing. 
Personally I would prefer there be fewer counts but I have 
to take the irdictment as the grand jury returned it. 

I do not doubt your sincerity in advocating your 
position but I am of the view based upon the totality of 
the evidence in the case that there is an issue of fact 
for the jury to decide with respect to whether or not Mr. 
“orr was a control person under Counts 2 to 9. Accordingly 
that motion is denied. 


MR. LESCH: My next motion, your Honor, relates -- 
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Q Sir, in December of 1572, did you have a further 
conversation with Mr. Jerome Mackey about the services that 
you were rende.ing to the company, about the amounts that 
Jerome Mackey's Judo owed to you and any amounts that Mr. 
Mackey claimed that were owing from you? 

a It was actually reduced to writing in December 
of 1972. 

The agreement that we had to have accountings 
and separate our individual efforts and our coroporate efforts 
were entered into on Novenber 6. 

When Mr. Mackey's attorneys found ont that I 
was subpoenaed on November 6, to meet with Mr. Sorkin and 


the U. S. Attorney on Election Day, November 7, it was 


decided thet they were not going to employe me any longer, 


that my contract was up and that i had to then nake an 
accounting and that we had to separate and sever our relation- 


chip. 


EDITOR'S NOTE 


97/)/@ we r i ; : fe 
vages xs /) were missing at time of filming. i7f 


wnen obtained, a corrected fiche will be férwarded 
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or ever did overule Jerome Mackey? 
A No, sir. 
Q Who made the determination as to what the budget 
for any particular school would be? 
A Jerome Mackey. 
Q How long had Mr. Macke:; been running this com- 
pany, sir, in 1972? 
A Eighteen years. 
Q Who selected the employees that ran the various 
Jerome Mackey Judo schools? 
A Jerome Mackey, personally. 
Q You said that you had a corporation which pur- 
chased franchises from Jerome Mackey. 
Who selected the employees that ran the schools 
that were franchised to you? 
A Mr. Jerome Mackey. 
Q Who was in charge of collecting the money from 
all the schools that were either franchised by Jerome Mackey 


or that were actually owned by Jerome Mackey's Judo, Inc.? 


A Mr. Jerome Mackey's designee. 


Q Wh« was that? 
A It was an accountant servicing corporation, Mr. 
Albert Proujan. 


Q Who made the decision as to hiring Mr. Albert 
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Prujan? 

A Mr. Jerome Mackey. 

Q When was Mr. Prujan retained, sir, do you know? 

A He was there prior to my ever meeting Jerome 
Mackey in 1970. 

Q Who made the decision to form a subsidiary known 
as Mackey Distributors, Inc.? 

A Jerome Mackey. 

Q Did you have anyt!ing to do with that decision? 

A No, sir, nothing whatsoever. 

Q Do you know who did designate the entire Board 
of Directors of Jerome Mackey's Inc. for the entire period 
of time that you had anything to do with that company? 

A Yes, sir. 

Q Who was that? 

A Mr. Jerome Mackrv. 


Q Were you connected with the management of Jerome 


Mackey's Judo, Inc.? Did you make decisions relating to 


the management of Judo, Inc.? 
SORKIN: Objection as to form, your Honor. 


COURT: You have two questions there, Mr. 


LESCH: I withdraw the first question. 


you make decisions relating to the managemen 
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of Jerome Mackcy's Judo, Inc.? 
A No, sir. 


Q Do you knowwhether anyone other than Mr. Mackey 


had a company credit card? 


No, sir. 
Did you uave a company credit card? 
No, sir. 


Were you ever an officer of Jerome Mackey's 


No, sir. 


Were you ever a director of Jerome Mackey's Judo 
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Q And did Mr. Goldfarb tell you of his relation- 


ship with the Underwriters Bank and Trust Company? 


A Yes, he did. 


Q What did he tell you about that? 

A He told me that he was responsible for bringing 
in the major depositors to Underwriters Bank and Trust 
Company, and that the major clients of t.:: Dank - 

MR. SORKIN: Yovr Honor, again I object. 
THE COURT: Obiection sustained. 

Q Did he tell you about amoynts of money that he 

had borrowed from Underwr! «<4 Bank and Trust? 

MR. SOF’ in: Objection, your Honor. 

THE COURT: Objection sustained. 

MR. LZSCH: Yeur Honor, this bears on the matte 

THE COURT: The charge here is the submission o 
a false application to the bank. Mrs. Goldfarb testified 
that this witness was the one that brought the applicaticn 
to her. 

Now, won't you confine yourself to that testi- 
mony and other testimony on the subject of a bank applica- 
tion? 


MR. LESCH: Will your Honor hear me at the side 
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THE COURT: No, I will not. It is unnec..ssary. 


Mr. Goldfarb had nothing to do with this ican 


application. Put a question that relates to the loan appli- 
cation. 

Q Did Mr. Goldfarb tell you during 1972 whether 
or not he was borrowing money from the Underwriters Bank 
and Trust Company? 

MR. SORKIN: Objection, your Honor. 

THE COURT: Objection sustair«3 

Q Did Mr. Goldfarb tell you in 1°72 what the 
state of his indebtedness was with the Underwriters Bank 
and Trust Company? 

MR. SORKIN: Objection, your Honor. 

THE COURT: Objection sustained. Make an offer 
of proof, and put it on the sits 

(In the robing room.) 

MR. LESCH: I offer my offer of proof of this 
witness that in 1972 and thereafter Mr. Corr had conver- 
sations with Mr. Goldfarb and Mr. Goldfarb told him that 
he was heavily indebted to the Underwriters Bank and Trust 
Company, that he was in danger of losing a condominium at 
U. N. Plaza, and I intend to draw the inference on summation 


if I am able to adduce this testimony, that Mr. Goldfarb 
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was willing to do anything he could for the Underwriters 


¢ 


' 
Bank and Trust Company. ‘I also would combine that with the 


co-conspirator in this case, and I suggest what happened, 
also based on the testimony of Mr. Smith yesterday, that 


there were a number of loan applications that we are 


testimony of Mrs. Goldfarb that Mr. Goldfarb is an a 


missing. 

I suggest that what happened here was that Mrs. 
Goldfarb was asked by her own hushand to sign this loan 
application, and that she di. so at her own husband's request 
and that she did so for two reasons. 

First of all because she wanted to help her hus 
band help the Underwriters Bank and Trust Company. 

Second, once having done that at her husband's 
request, and knowing that her husband was an unindicted 
co-conspirator in this case, she thought she would get him 
into trouble if she said that her own husband asked her to 
do that, and so she decided that Mr. Corr asked her to do 
that and that's the only explanation that I know of that is 
consistent with the facts that have been told to me, your 
Hono. 

THE COURT: ‘Are you saying that your-client told. you.;. 
that Mr. Goldfarb asked his wife to sign Mrs. Keogh's name, 


is that what you are saying? 
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MR. LESCH: My client hasn‘t told that to me. I 
said that is the inference which I intend to draw from the 
facts in this case. 

THE COURT: From what? 

MR. LESCH: The facts are these, your Honor: 

Number one, what I am now attempting to elicit 
from Mr. Corr is that Mr. Goldfarb was heavily indebted to 
the Underwriters Bank and Trust Company. 


Number 2, what I have from Mr. Smith is that a 


number o* loan applications were missing. 


Number 3, I think what happened, based on that 
was that Mr. Coyne needed a favor from Mr. Goldfarb, and 
that is to get him to have someone fill cut these loan 
documents because there were examiners that had come in 
from the State and Mr. Coyne, who had already been in trouble 
because he had been indicted before, and indeed subsequent] 
pleaded guilty to embezzlement, the last thing he wanted 
were any irregularities in the loan documents, and he goes 
to the man he trusts most in the world and asks him to 
help him out in doing this. 

THE COURT: You are talking like your client. 

Go on. 


I'll not stop you. 
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(In -hambers.) | 
MR. LESCH: I don't wart to talk like my client. | 
I better stop. | 
THE COURT: I am giving you the opportunity to | 
state as fully as yor want your offer of proof. 
MR. LESCH: My offer of proof is that, your Honor, 
I was not there as, of course, your Honor knows, and 
I am trying to reconstruct what hznppened here. 
Stranger things have happened before then that 


a man heavily in debt to a bank and owes a lot of favors to 


a bank official and -ings in his wife who has a woman- | 


like signature, and asks her to sign the document, and 
when the wife is questioned years later and knows that: 
the husband is a co-conspirator in the case, and certainly 
as between Mr. Corr and her husband, Mr. Goldfarb, her 


main loyalty would be to the husband, Mr. Goldfarb. 


Stranger things have happened than if the United 
States Attorney says, “Did you sign this?” And she says, 
yes, and who asked you to sign this, and at that 
point why shouldn't she say Mr. Corr rather than her 
husband? 

It is not thac uncanny to me that that kind of 
thing would happen. This is a piece of that pattern of 


evidence which I think is a fair inference from all the 


’ 
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evidence. And I would like to make that argument to the 


jury, your Honor, because that is the only reason that I 


can understand all these things that happened, how they 
could have happened. 

MR. SORKIN: May I be heard, your Honor? 

THE COURT: All right, I will allow you to be 
heard because I am gcing to make one statement. 
I think Mr. Lesch's comment and his offer of proof quite 
evidently disregards the testimony of his own client just 
given, t’\at he prepared a form of letter for the bank to sen 


to his wife in connection with this loan. 


Further, that-he, the defendant, the witness now 
on the stand, talked to his wife saying that she would 
receive such a lettei 

MR. LESCH: They didn't send the letter. He 
prepared the letter. 

THE COURT: You make your statement. 

MR. SORKIN: Fact, Mr. Corr got the proceeds of 
that loan in his account. The issue now is not whether 
Goldfarb or the man in the moon asked Jean Soldfarb to 
Sign it. 

The issue is that your client filed it knowing 
it wars not Kethleen Keogh's siqnature. That is the issue. 


THE COURT: Do you want to add anything else, Mr. 


252a 
bmrf 3 Corr-direct 
Lesch, so you will have your record as perfect as can be? 
I give you unlimited pane eS to add anything else 
you want. 


MR. LESCH: Your Honor, I appreciate it. I think 


I have said everything I want to say on the record tT would 


ask your Honor again in the exercise of your discre'! on 


to permit me to elicit this testimony which will not take 
that long to elicit, and I do believe is relevant. 

THE COURT: I will not accede to that request 
because I think it borders absolutely on the absurd to 
receive that evidence based upon the considerations that 
you suggested may be relevant. 

Moreover, I'm going to refer you now in the light 
of what has gone on yesterday and today, that there is a 
duty upon the Court under Rule 403 of the Rules of 
Evidence, to take into account considerations of undue 
delay, waste of time or needless presentation of evidence. 

But your offer of proof is on the record with 


respect to this matter. 
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o-= -———-s ——— rr er er oe -———— om 


Q After you appeared before the SEC, was the sus- 
pension lifted in Jerome Mackey'’s Judo stock in August 
of 1973? 
MR. SORKIN: What is the relevance. I object 
to it. Whatever reasons the SEC lifted the suspension. 
THE COURT: Let him answer yes and go on to some- 
th-ng else if the answer is yes. 
A My last appearance was on July 16th. 
THE COURT: That was not the question Mr. Lesch 
asked you. 
Q Was the suspension lifted in August? 


A Yes. 


MR. LESCH: May I have this document marked for 


Corr-irect 
(Defendant Corr's Exhibit DZ marked for 


identification.) 


Exhibit DZ that relates to Jerome Mackey's Jude, Inc. 
MR. SORKIN: Objecticn, your Honor. 
THE COURT: May I see it, please. 
MP. SORKIN can state my reasons, if your 
Honor wishes. 
THE COURT: bjection sustained. 
MR. LESCIi. Weuld your Honor hear me on this. 
THE COURT: No, it may be marked for identification 


There are too many side bars here. 


MR. LESCH: I offer in evidence the portion of 
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Q Mr. Corr, can you tell us, Please, where you were 
living in 1972? 

A 5992 50th Strpet Sout’, St. Petersburgh, Florida. 

Q Were vou living in New York at the time? 

A I was visiting New York on business trips and 
would go home on weekends. 

Q Did you own your own home in St. Petersburgh? 

A Yes, I did, Mr. Sorkin. 

Q If I recall the testimony in this case, the 
apa: “mei. was a corporate apartment, the rent of which 


was paid fo v the corporation; is that correct? 


told me the lease was in the name of Jerome Mackey's Judo. 


| 
| 
| 
| 
A I never saw who paid the rent. I believe mr. mech 
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19] You never paid the rent? 
A That is correct. 
Q Do you know what the rent was? 
Q What do you recall it was? 


A Approximately, not exactly. 
A I think $800 a menth. | 


apartment at 411 East 53rd Street. 


Q And after that? 


A \rter that I leased a cornorate anartment at 


24 Central “ark South. 


§ 9) Did you move out of the apartment at 400 Fast 
9 56th Street at some time? 
a 10 A I never really moved in. 
11 Q When did you stop sleeping ti sre? | 
12 Can you give me a date, please. 
13 A Probably somewheres after I first went *o your | 
14 office on November 7th, within the next eight to ten days. | 
15 Q Where did you sleep when you were in New York after| 
| 
17 A For a while I stayed at Stanley Fingerhut's | 
| 
| 
| 
| 


Q How long did you stay at that corporate apartment? 


MR. LESCH: May I inquire -- 


MR. SORKIN: I am leading up. 


LESCH: What is the relevarce of Mr. Corr's 


MR. 
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sleeping habits. 
THE COURT: On ne representation he is leading 

up to something, I will take it. 

Q Go ahead. 

A, How long did I stay in terms of what? 

9 At 24 entral Park South. 

A I don't understand your question ‘How long 
did I stay there? 

Q Were you living there, sleeping there, residing 
there? 

A When I was in New York, I stayed there. 


Q How long was that from,approximately when to when? 


A I have already answered that. I\said I spent about 


4 
60 per cent of my time in Florida and about 40 per cent 


of my time in New York. 

Q Up until what period of time -~- today, are you 
still staying at 24 Central Park South? 

A No. I moved out of that apartment entirely, 
I believe in 1974, in June of 1974. 

Q Now, you say you leased this apartment, a corporate 
apartment; which corporation? 

MR. LESCH: I object to this, your Honor. I 

think we are way off the track on these questions. 


THE COURT: Overruled. 
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Which corporation leased it, Mr. Corr? 


Self Defense Industries of New York. 


Q Did there come a time, Mr. Corr, when you purchased 
an apartment or purchased a home during 1973? 
A When I purchased an apartment or purchased a home? 
Either one, did you ever purchase an apartment? 
A I had an option on purchasing a home, yes -- a 
cooperative apartment, ves. 
Q Where was that, sir? 
A 24 Central Park South. 
Did you ever exercise that option? 
No, I did not. 
When was that option given to you? 
MR. LESCH: I must continue to object. 
THE COURT: I will take an offer of proof. 
MR. SORKIN: Your Honor, the next question I 
will get to it. 
THE COURT: Get to it now. 
Q When was that option given to you, Mr. Corr? 
A I would have to evoke my attorney-client privilege. 
I had an arrangement with an attorney on the option 
on that arartment and I don't feel that I have to testify 
to that. 


MR. SORKIN: Your Honor, all I asked was a date 
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when the option was given to him. Ne has already testified 


he had a". option. I think he has waived the privilege. 


MR. LESCH: i don't even know what this option 
thing is. May I ask for an offer of proof at the side 
bar. 

MR. SORKIN: I will withdraw the question, 
your Honor, and get to the point that I am trying to make. 

THE COURT: Get to the point that you are 
trying to make. 

Q Mr. Corr, during 1973, did you make any loan appli- 
cations to any banks? 

A Yes, I did. 

Q Chase Manhattan Bank? 

A Yes, I did. 

Q And did you take out a loan from the Chase 
Manhattan Bank? 

A Yes, I did. 

Q For how much? 

$250,000. 

What did you do with that $250,000? 

I basically entered into a business agreement 
with my attorney at that time. 

MR. LESCH: At this point, your Honor -- 


Mr. Corr, was this -- 
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MR. LESCH: I object to this line of inquiry 
because I think I am ~— ren to see where all this 
sleeping questions lie and I think we ought to let sleeping 
dogs lie. I object to the question. 

THE COURT: Well, you may be able to see. You 
know a great deal more about matters than I do. I can 
only rule as I hear these. I know nothing about this. 

Q Did you use that $250,009, Mr. Corr, to purchase 
an apartment? 

MR. LESCH: Objection, your Honor. 

THE COURT: I will let him answer yes or no. 

A I have an attorney-client privilege on the 
fact that I was going to purchase a home and a cooperative 
apartment and I don't feel I need to testify about that inas- 
much as the contract and the option was with my attornev. 

Q Mr. Corr, I ask you again, did you use the 
$250,000 to purchase an apartment in 1973? 

MR. LESCH: Ohitecti.., your Honor. 

THE COURT: I will allow him to answer. You 
may answer. 

A I will not waive di attorney-client privilege with 
my attorney. 

MR. SORKIN: Your Honor, I am not asking for 


any conversation. 


Corr-cross 


THE COURT: I hold there is no privilege or any- 


thing like that. No conversation is being asked for at all. 


It is a simple question being asked. I hold there is no 
privilege. 
Q I will repeat the question, Mr. Corr. 
A I am familiar with the question. 
Please answer it, then. 


I did not complete the purchase of the apartment, 


Q Did you use any of the $250,000 which was given to 
you in the form of a loan for the purchase of that apartment? 
A No, I did not. 
MR. SORKIN: May I have this marked, please. 
Government's Exhibit 259. 
(Government's Exhibit 259 marked for 
identification.) 
MR. LESCH: May we have an offer of proof on this 
at the side bar. 
THE COURT: Yes, 
(In the robing room.) 
MR. SORKIN: Your Honor, I have here, which has 
been marked as 259, a loan application to the Char 
Manhattan Bank dated May 26, 1973, well within the period 


of this conspiracy signed by James Corr, III for a loan 
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of $250,000 and it is written in "Purchase Apartment." 

I think this olen to the heart of Mr. Corr's 
credibility with respect to at least one of the issues in 
this case and I think it is perfectly permissible for us to 
ask him whether he made such a loan application and put down 
on the application, “Purchase an apartment." 

MR. LESCH: I think this is outrageous. I 
must say we have so many transactions in this lawsuit and 
once we get into this question, Mr. Sorkin alleges that 
that was a false loan application, I presume, your Honor. 
Now we have to go into the question of this man's intent 
at the time it was written, what was the purpose, what 
conversations he had at that time. 

: We have to bring in the attorneys on this question. 
It is entirely a collateral matter and extremely 
prejudicial, already the suggestion he has made to the 


jury on this are extremely prejudicial and I object to it. 


| 
| 
| 


MR. SORKIN: Your Honor, there is absolutziy nothin 
prejudicial. Mr. Lesch has devoted his entire defense 
to intent and wilfulness and if this does not go to the 
heart of wilfulness and intent then nothing is. 

MR. LESCH: What about some of the issues in this 


case, Mr. Sorkin? 


: 


| 
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MR. SORKIN: One of the issues is your client's 
credibility. | 
THE COURT: You are both yelling. 


What issue does this go that you are referring 


MR. SORKIN: This goes to credibility. He has 
been on the stand for two days now. He has testified 
extensively about this loan application at the Underwriters 
Bank and Trust Company. He has put his credibility in 
issue now. Apparently he is going to be the sole witness 


or support for the defense in this case and I think his 


credibility is clearly in issue. 


THE COURr: I will allow it solely on the iscue 
of credibility. 

MR. LESCH: May I be heard on this? 

THE COURT: Every time I bring you gentlemen 
in and you argue extensively and when I rule, you say may 
I be heard. 

I have given you a full opportunity to be heard 
I'm now going to conduct a marathon on these questions. 
In the future, please state fully your position. We have 
been in here about six or seven minutes on this. 

Now, what do you want to add in addition to 


what you said. 
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MR. LESCH: I want to add, your lonor, is that 
obviously there is an issue in this case as to whether 
Mr. Corr caused a false loan application to be filed at 
the Underwriters Bank and Trust Company. The prejudicial 
effect of this type of statement being offered in evidence 
not on any issue cf credibility b= on the issue of 
whew... or not Mr. Corr has done something -- filed a false 
loan application in another matter as to which we have had 


no notice, we had no knowledge that any such issue of this 


so much to go on credibility. 


i 
would be brought up, at this point in the trial, he has | 


He has all the testimony that Mr. Corr gave to 
the SEC, it seems to me, your Honor, that in the exercise 
of your discretion, I urge that this not be allowed. 
THE COURT: That's a different matter. But 
you are suggesting that I ought to restrict the prosecution 
with respect to proof in the cross examination of a witness.| 
Now you did say, you suggested this was preju- 
dicial. Of course it is, it is an attack on his credibility. 
MR. LESCH: It is not only prejudicial -- 
THE COURT: Doesn't a lawyer have a right to 
attack a witness on credibility? 


MR. LESCH: Of course he does. But your Honor 


knows as well as I do only if it seems to be proof with 


jpe 


respect to a substantive count in this case, namely, 


false loan application case. 


THE COURT: I will take it. 
MR. LESCH: That's where the prejudice lies and 
I think the prejudice is irreparable. 
THE COURT: No. I will instruct the jury it is 
being received solely on the issue of credibility. 
(In open court. Jury present.) 
THE COURT: You may put the question. 
MR. SORKIN: What's the last question. 
(Question read.) 
THE COURT: This testimony is being received 
solely and only on the issue of the witness‘ credibility. I 
is no vroof of any of the offenses charged in the indict- 
ment. 
Q Mr. Corr, would you look at Government's 
Exhibit 259 and I ask you if that is your signature? 
A Yes, it is. 
Q Have you ever seen that document before? 
A Yes, I signe. this. 


MR. SORKIN: Your Honor, we offer 259 in evi- 


MR. LESCH: I object to it on the ground of 


relevance and it is incomplete on its face. 
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THE COURT: It will he received solely and only 


to the credibility of the witness. 


MR. LESCH: This document says there are col- 
laterai statements that are attached to it and there is 
nothing attached to this document and I also object to it 
on the ground that it is incomplete on its face. It says 
that it is secured in whole and in part by the stock lisced 
in part 2A and I don't see any part 2A. 

MR. SORKIN: The collateralism. Whatever 
collateralized the loan is not the issue. 

MR. LESCH: I urge that this piece of evidence 
that wasn't even seen except today, we have no notice of 
this and now he's putting in a piece of paper and it isn't 
complete on its face. 

THE COURT: You are making a statement in front 
of the jury. I am not aware of any law that requires the 
opposing side to give you all the evidence that it intends 
to offer upon trial. The law does not require the litigant 
to do that except undercircumstances not applicable here. I 
will sustain the objection on the other ground that there is 
a reference to an attachment and the attachment isn't there. 
You veers the attachment, then I will allow it in. In 


the meantime the witness oral testimony is before the jury. 


Now, let's move on. Any reference to the document is strick 
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and the jury is i> structed to disregard it. The witness' 
testimony is before the jury. Now, let's move on and put 
your next question. 
Q Mr. Corr -- 
MR. SORKIN: Your Honcr, I'd ask you to look 
at the document. 
THE COURT: Please, I've rules. Just as I ‘have 


tole Mr. Lesch. When I tule, I rule. I don't know 


want any discussion from you. 


Q Mr. Corr, did you make an application to the 


Chase Manhattan Bank for a $250,000 loan and put down on 
that application that it was for t’.e purpose of an apart- 
ment? 

MR. LESCH: I object. This has been asked and 
answered. 

THE COURT: I told you -- 


MR. SORKIN: I did not ask th’. question, your 


THE COURT: I am instructing you that is the 
end of this issue. Please proceed. 


Let's get down to other matters now. 
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MR. LESCH: Your Honor, I am going to be offerin 


testimony as to the total investment of Mr. Corr in Judo and 


shen I'm going to have an accountant come in tomorrow and 
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testify as to the total investment that Mr. Corr made in Jud 
and some of this was made after '73. It is our contention 
that purchases after '73, as a continuing course of conduct 


reflect on what the defendant's actual intentions were prior 


to May of 1973. 


It is our position in this case that the defen- 
dant was a consistent buyer from early 1973 through '73 and he 
also made purchases in ;74 und the consistent reaton through 
out as to why he made those purchases was that he believed 
in this company. He believed that it would ultimately be a 
successful company and he believed th*t *e would ultimately 
be able to get control of the company. 

Por that reason, even though outside the scope 
of the alleyed conspiracy, we urge that his conduct after 
May of '73 reflects on his intentions prior to May of ‘73. 
Por that reason we offer it in cvidence. 

MR. SORKIN: I don't see the relevance of any of 
this whatever his buying was and it has no bearing on the 
charges in the indictment. He's charged with fraud in the 
indictment. He's charged with misstatements, he's charged 
with false statements. He's charged with a conspiracy to : 
raise the price. There could have been a conspiracy to rais 


the price so he could benefit. Why would he continue to 


buy? 
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I don't see the relevance. 

THE COURT: The Government contends and it has 
offered no proof beyond that the conspiracy ended in May, 
1973. I am of the view that the purchase should be kept 
within the conspiracy date. Moreover, early today when you 
questioned the witness as to his losses which went much beyond 
the conspiracy date and the Government made no objection and 
I frankly don't see what the significance is in light of the 
charges containee in the indictment. 

MR. LESCH: Well, your Honor, my contention is 
that the fact is that if this witness were really carrying 
on a manipulation, it would not have been done this way. 


THE COURT: ‘What he was doing within the con- 


spiracy date may not very well be trying to recoup his 


losses thereafter. 

MR. LESCH: That's one possible inference. 

THE COURT: I will sustain the objection. We 
won't go beyond June of 1973. 

MR. LESCH: Even the Government offered informa- 
tion as to purchases after May of ‘73. 

MR. SORKIN: That's settlement date. 

THE COURT: I said we will go to June of 1973. 

MR. LESCH: Just so I understand the Court's 


ruling, I intend to put on a witness to show what his total 
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losses are. Is your Honor going to preclude me from doing 
it? 

THE COURT: I plan to. I was amazed that the 
prosecution did not object this morning. 

MR. LESCH: Having not objected and being in thi 
state of proof, your Honor, is still going to preclude me 
from showing them. 

THE COURT: I still am called upon the rule. 


I hold it is irrelevant what his losses were subsequent to 


that period. He might have been in and out of the market fo 


a dozen and one reasons. 

MR. LESCH: Suppose you determine his losses 
in light of that hindsight in that period, doesn't that come 
within that? 

THE COURT: No. I've ruled and the ruling 
stands. 

(In open court.) 

THE COURT: Jury excused. 

(In the robing room.) 

THE COURT: Just to add a footnote to that last 
discussion, your man might very well have lost money in the 
opeation of a scheme to defraud. It wouldn't exonerate him 
from criminal conduct if in fact there was a scheme in the 


fraud. 
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MR. LESCH: If he continues purchasing at all 


times and he ultimately ends up losing money, that is, 
we urge a reflection on what his state of mind was while he 
was pux~chasing. 

THE COURT: He might not have been a good 
defrauder. That's all it might add up to. 


MR. LESCH: Or he might not be a defrauder at 


THE COURT: He might not. But I will hold you 


to the indictment period. 


Braff-direct 


ceed, Mr. Lesch? 


MR. LESCH: Mr. Louis Braff, your Honor. 


LEWtIsSs BRA FF, called as a witness by the 

defendant Corr, having been first duly sworn hy the 
Clerk of the Court, testified as follows: 

MR. LESCH: May I proceed, your Honor. 

THE COURT: Yes. 

Mr. Braff, what is your profession, sir? 

I'm a certified public accountant. 

Do you have a client by the name of James Corr? 

I do. 


How long have you been Mr. Corr's accountant, 


A More than ten years. 

Q What duties have you performed for Mr. Corr as 
his accountant? 

A I have in every case been the accountant for 
any business that Mr. Corr headed and have also done 
his personal accounting work and tax work. 

Q Have you at my request, sir, prepared a schedule 
of Mr. Corr's investment in the capital stock of Jerome 
Mackey's Judo, Inc. up to June 30, 1973 and his investment 
in Jerome Mackey's Judo School Franchises? 


A I have. 
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MR. SORKIN: Your Honor, at this time I have 


already told Mr. Lesch 1! would ask for an offer of proof wit 


respect to this witness. 

THE COURT: I think you better come inside. 

(In the robing room.) 

MR. LESCH: Your Honor, I offer to prove through 
this witness that he has examined the statements of accounts 
of Mr. Corr, Miss Keogh, Mr. Sonberg and Raymond G. Corr 
and that Mr. Corr's personal purchases of Judo stock for his 
own account and to the extent that he purchased stock from 
any of their accounts, he's calculated those purchases. 

He has calculated the proceeds that he got from 
the sales and that through June 30, 1973, which I understood 
was the date that your Honor mentioned the other day, Mr. 
Corr's net loss in capital stock of Jerome Mackey's Judo is 
$895. ), and I also offer to prove through this witness 
that his unrecouped loss on investments in Jerome Mackey's 
Judo Franchises through June 30, 1973 comes to $209,467, or 
a total loss of $1,105,027. 

The reason that I think this is relevant, your 
Honor, is that it is my position that Mr. Corr, t! »ughout 
1972, was making recommendations to purchase the stock 
because he believed in this company and the hest proof of 


Mr. Corr's belief, honest belief in the company, was that h 


¢ 
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was buying the stock and continued to buy the stock throuqgh- 


out the whole period of bne alleged conspiracy. 


And Mr. Sorkin has asked a number of witnesses 
questions of whether he was selling in this period. 

i chink in the light of those questions and in 
the light of the charts that have b«2n offered in evidence, 
your Honor, as to amountsof purchases that he has made, I 
request that I be permitted to prove that through this wit- 
ness. 

THE COURT: What authority do you have to suppor 
your position? 

MR. LESCH: I -- 

THE COURT: I asked you the other day. You had 
about three days to look it up. 

MR. LESCH: I -- 

THE COURT: I always understood the law to be 
that whether one, particularly an allegedly defrauding 
person, whether the person made more or lost money was 
immaterial to the scheme to defraud. 

MR. LESCH: You mean defrauded person? 

THE COURT: Yes. What's your position? 

MR. SORKIN: Your Honor -<- 

THE COURT: Before we go into that, doew that 


chart include the purchases made in the names of Kathleen 
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Keogh, Sonberg and the others? 


MR. LESCH: To the extent -- it includes them 


only to this extent, your llonor, that if Mr. Corr made a 
sale through his own account at a time when there were not 
sufficient shares in his own account to cover the sale and 
he then took shares from the account of Keogh or Sonbera, 
those shares are put into Mr. Corr's account at the market 
value of the shares and then put out of the account because 
the accountant advises me that that is the proper way to 
calculate a loss on Mr. Corr's sales and purchases of 


Judo stock. 
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THE COUPT: Unless I misunderstcod it, isn't it 
your position ii. this case that these accounts appearing in 
the names of Keogh, Sonberg and the others were the 
accounts and the monies of the others? 

MR. LESCH: That he was managing thei: accounts. 

THE COURT: Assuming you are right in our 
position, why is he entitled to inclvde that in any 
calculation of alleged losses by them? Isn't that inconsiste 
with -- 

MR. LESCH: No, it is not inconsistent. What 
I am saying is, the vast majority of these purchases were , 
purchases in his own account. There are a few that are 
labeled private purchase, and in those instances what 


happened was as follows: 


For axample, there is one on March 6, 1972, he 


sold 8,600 shares. There were 8,100 shares in his own 
account. The 500 shares from the Keoch account were 
delivered pursuant to that sale. So the transaction is 


recorded as a purchase for $3,546 from Keogh and a sale for 


. $3,546. 


So there is no net gain or loss on that trans- 
action to Corr. 
MR. SORKIN: This all sounds appetizing because 


again I think this may enure to the benefit of the Government 
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MR. LESCIi: Wonderful. 

MR. SORKIN: wi'th one exception. Number one, 
Mr. Lesch raises the point that we asked certain investors 
whether they knew Mr. Corr was selling, not because of the 


fact that Mr. Corr might have been selling, but the dis- 


closure that he should have told them he was selling. 

It was material to those investors to know whatever Mr. 
Corr's position was and whether he was buying and selling 
at the same time that he was recommending the purchase 

to these people. 

It seems to me totally irrelevant because the 
scheme did not succeed because the SEC jumped in and 
suspended the stock. 

MR. LESCH: That is his argument. 

THE COURT: I said the other day td you, Mr. 


Lesch, that I have very grave doubt that the profit or losses 


was immaterial to the existence of the scheme. When 


during the period of the alleged operation of the scheme 


you came forward with this proffer of proof just now, 

I thought you would have some authority to support your 
position. I invited you the other day. I have sufficient 
doubt to exclude it now. I'm going to give you an 
opportunity overnight, and your associate can make whatever 


calls he wants to your staff -- you have a large staff -- 
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to give me an authority by tomorrow morning to get it in. 


j 
I have sufficent reservation now to exclude it. I am going 


to give vou the opportunity to persuade me that it should 
be admitted on any theory that you think renders it 
admissible. 
MR. SORKIN: Your Honor -- 
MR. LESCH: I will do the best I can, your Honor. 
I don't have a large staff. 
THE COURT: There is one case that I recall to mind 


immediately from having worked on other charges. I think 


it is U. S. versus Blatchley, a Fifth Circuit case. I, too, 
will look up the question tonight. I will expect you, 

since I do have this reservation as to admissibility, 

to give me some citation to support your position, some 
authority which would justify its admission. 

I think this may be the kind of evidence that 
would distort the immediate issue hefore the jury as to 
whether or not there was,in fact, the existence of the 
scheme as alleged in the conspiracy count and in the other 
counts that charge a scheme to defraud. 

I had always understood the law to be that it 
didn't make any difference whether one was defrauded or not 
defrauded. Equally I think it would apply that it wouldn't 


make any difference as to whether the alleged perpetrator 
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of the alleged scheme profited or lost under it. 


| 
What you are sujgesting then is the Government, 


if this evidence is admissible, and I'm just talking out 
loud on it, that is, the evidence that you suggest, there 


was a loss admissible in your case, then equally in the 


Government's case if there is a scheme to defraud where 
a man made a profit, the Government would be free to come 


in and show that he made a profit. 


MR. LESCH: May I -- 


THE COURT: I stated it. I am giving you an 


opportunity. 

MR. LESCH: May I state my position for the 
record, your Honor? 

THE COURT: I thought you did. 

MR. LESCH: I don't think 1 did fully. 

THE COURT: I will give you a chance tomorrow 
morning to elaborate on it if you have authority to support 
it. 

MR. LESCH: All right. 

THE COURT: If your concept is right, then the 
Government should be able to, as part of its case, direct 
case, to offer proof that the party who allegedly was the 
perpetrator of the scheme had a profit in it. 


MR. LESCH: Mv main purpose is on the issue of 
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wilfulness and intent, your Honor, and my feeling is -- 


| 
THF COURT: That is the only concert on which 


I can see it may be admissible, wun the issue of intent. 


You will do your homework, Mr. Sorkin. 


282a 
Braff-Offer of Proof 


la am mdrf l 
United States of America 
vs 75 Cr. 803 


75 Cr. 1059 
Jawes E. Corr, III, et al. 


New York, New York 
January 8, 1976 - 9:30 a.m, 


(Trial resumed.) 

(In open court, jury present.) 

MR. LESCH: Your Honor, with respect to the 
matter we discussed in chambers yesterday on certain proof, 
may we have a moment with your Honor on that? 

THE COURT: Yes. 

(In the robing room.) 

MR. LESCH: Your Honor, it is our position that 
the proof of the losses, over a million dollars of losses, 
that were sustained by Mr. Corr are relevant on the issue 


| 
of wilfulness to show that Mr. Corr truly believed that 


Mackey was a gcod company when he said so to so many people. | 


It is also relevant on the issue of wilfulness to 


show that Mr. Corr was a net buyer of the stock, because 


' 
| 


the Government has asked so niany witnesses whether they knew 
that ho was selling stock in this period of time. 
It is also relevant because the indictment alleges, | 


in 4-R ~- and indeed there has been some evidence to that 
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that has been adduced throwgh Mr. Kern -- that customers lost) 
a million dollars in the eee The allegation that as a 
result of the activities of the defendants James FE. Corr, | 
et cetera, the investing public and numerous brokerage firms | 
sustained monetary losses of over one million do’ ‘ars. 

I also gave your law clerk some cases which I | 
believe he already had. One is U. S. against Corlin, in 
the Sov’ »rn District of California, where Judge Yankowitz, 
in a case involving mail fraud and conspiracy to commit 
mail fraud said as follows: 

"I know, of course, that the success or unsuccess 
of a scheme is not material if it be devised to defraud." 

And then there are the citations, "But whe: the 
Government, to prove bad faith, seeks to show what was 
realized fiom the sales, losses resulting to the 


selling concern are as important on the question of good 


engage over a period of years in a losing enterprise if 
its object be fraud, and the amounts received by the 


salesmen did not exceed reasonable salaries." 


Then there is also U. S. acainst Meyer, 359 F, 
2d, 837, which is a Seventh Circuit case. In that case 
the Seventh Circuit Court of Appeals said: "The failure 


to benefit from a scheme does not necessarily indicate 


| 
| 
| 
faith, for a going real estate concern wouldn't ordinarily 
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innocence, although it may mirror the defendant's good 
| 
faith. 
* ids exactly what we are urging in this case. 


sour Honor, I also took a look at the Blachly 


case against U. S., 380 F. 2c. 665, and that merely deals 


with the burden of the Government in a mail fraud case. 
It does not deal with the question of whether evidence 
offered hy a defendant is admissible to show good faith, 
evidence of the sort that I am adducing. 

Of course, there are a number of other cases in 
addition to Blachly which hold that, but it is our position, 
your Honor, that those cases apply to the (Cvernment's 
burden of proof and what it has to prove to sustain a 
charge, but are not dispositive of the issue that is 
presently before your Honor, which is whether we may adduce 
evidence of the losses suffered by the defendant to show his 
good faith. 

So I renew my application, your Honor, on that basisj, 
to permit Mr. Braff, or if he is unavailable, which I believe 
he may be -- whether I can get some else from his office -- 

THE COURT: You already have evidence in the case 
of the losses suffered by the defendant. 

MR. LESCH: I have some evidence, your Honor, but 


I don't have a sufficient -- 
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THE COURT: I permitted the question over the 
Government's objection. hy recollection is I permitted 
it up to I think a month after the termination date of the | 
alleged cc: nspiracy. You have the defendant's own testimony 


on that. 


MR. LESCH: I have the defendant's own testimony | 

as to part of the losses, but it was only an‘estimate, 

your Honor. What I ensine dis do is get it clearly before 

the jury how the losses were calculated and put a chart 

before them just the way the Government has a chart before 

them on this issue so they can understand what we are saying. 
MR. SORKIN: Your Henor, the question of good faith 


is totally irrelevant to whether he sustained losses. 


It seems to the Government that if Mr. Corr lost money 


was a good company. Mr. Lesch is free to argue to the jury 
that Mr. Corr had high hopes for che company, he was 
trying to get control. That is evidene~ by his massive 
buying in 1973 as opposed to his sellii. « BS72;.. And 
that was proof alone that he had faith in the company. 

The fact that he lost money is not dispositive 
of his good intent. He was buying -- 

MR. LESCH: Your Honor, I am not saying it is 


dispositive of anything. What I am trying to do is argue ~~ 


that has no bearing on whether he believed that the company 
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MR. SORKIN: May I finish, please. 


MR. LESCH: What I am trying to do is make the 


argument to the jury Mr. Corr was a true believer in 
Jerome Mackey's Judo. When he made these tremendous 
investments, and he made tremendous investments -- 

THE COURT: You know, you have a tendency to argue. 
You stated no more this morning than you did last niqht 
and we are going on ten minutes. 

MR. SORKIN: The fact Mr. Corr lost does not 
in any way indicate he didn't believe in the company. 
He did believe in the company. That is what Mr. Lesch is 
going to arque. He may have lost because the SEC didn't 
give him time to bail out from the stock. We are going . 
to argue Mr. Corr was buying in the same pattern in 1973 
but he didn't have the opportunity to sell out because the 
cops came in and stopped the scheme. 

THE COURT: Without indicating how I will rule 
I want to go over the case. You said you would argue 
it even if I didn't allow it in evidence. 

MR. SORKIN: Yes. 

THE COURT: I will look at the cases in the luncheo 
recess, 

MR. SORKIN: I think I have to point this out 


in fairness so as not to mislead the Court. I intend 
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to argue, and I believe your Honor indicated you would so 


charge, that success of F conspiracy is one factor the jury 


is entitled to consider. It is the Government's position 
in 1972 the conspiracy up to at least the time of the 
selling in October was more than successful, it was 
overwhelmingly successful. The fact that Mr. Corr wasn't 
successful in 1973, because he wasn't able to sell out his 
stock, has no bearing on the argument Mr. Lesch is making 
that he believed in the company. 

THE COURT: You are both arguing now as if 
you are addressing vhe jury. 


All right. 
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MR. LESCH: I now call Lewis Braff, your Honor. 
LEWIS BRAFF, called as a witness after 
having been first duly sworn, testified as follows: 


THE COURT: Before you question the witness, Mr. 


Lesch, I just want to make this statement or rather give 
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an instruction. 

Members of the jury, you know that a number of 
counts in the indictment are based upon various Federal 
statutes wnich prohibit the use of the mails or other means 
of interstate communications in furtherance of a scheme to 
defraud. 

In the light of the testimony that I am informed 
may be elicited from this witness, I will now instruct you 
that it is immaterial whether the unlawful scheme charged 
was successful or not or whether the defendants profited or 
lost by reason of the alleged scheme to defraud. It is 
not an element of crime charged. 

However, an element of the crime charged is that 


a defendant participated in the scheme with intent to de- 


fraud and good faith is always a defense to a charge that 


one participated in an alleged scheme to defraud. Thus, 
if the scneme was successful, that is, if a defendant or 
alleged participant profited by the transactions that are 
the subject of the scheme, this may be considered by the 
jury on the issue of criminal intent and good faith. 

While the fact that a defendant did not profit 
or indeed lost money by reason of the claimed fraudulent 
transaction, does not in and of itself necessarily reflect 


innocent conduct so too, it may be considered in deciding 
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whether he acted in good faith or with criminal intent. 

Thus, the evidence you are about to hear is limite 
to its consideration by you on the issue of criminal intent 
and good faith. 

Mr. Lesch, you may proceed. 

MR. LESCH: Thank you, your Honor. 

THE COURT: I think that meets the requirements. 


DIRECT EXAMINATION 


BY MR. LESCH: 


Q I will repeat a few questions from yesterday, 


Mr. Braff. 
What is your occupation? 

A I'm a certified public accountant. 

Q How long have you been a certified 
accountant? 

A More than 29 years. 

Q Are you also the accountant of Mr. Corr? 

A I am. 

Q How long have you been Mr. Corr's accountant? 

A More than 10 years. 

Q What duties have you performed, sir, as Mr. 
Corr's accountant? 

A I've handled his personal affairs, his income 


tax affairs and I think just about every corporation with 
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which Mr. Corr had been associated as a principal. 

Q Have copies of monthly statements from brokerage 
firms in which Mr. Qeee has had transactions been sent to 
you, sir? 

A They have. 

Q Have you received the copies of those statements 
shortiy after the period ended as described on those state- 
ments? 

A Yes. 

Q Now, sir, have you at my request prepared a chart 
showing Mr. Corr's investment in the capital stock of 


Jerome Mackey's Judo, Inc. and the net profit or loss sus- 


tained by Mr. Corr for the period to June 30, 1973? 


A tT have. 


Q Have you also prepared a chart reflecting Mr. 
Corr's investment in Saiaia Mackey Judo School franchises 
and the unrecouped loss or profit in such franchises for 
the period up to June 30, 1973? 

A I have. 

MR. SORKIN: Your Honor, my understanding was that 
it was limited to the securities and not the franchises. 

MR. LESCH: Oh, no. Your Honor, I have made 
this very clear. It was hoth the securities and the fran- 


chises. 
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THE COURT: How did the franchises come into this 
thing? I am limiting this to the securities. 

MR. LESCH: Your Honor, in the robing room I tolé 
your Honor on more than one occasion that it was both the 
franchises and I explained the reason which I'll be 
happy -- 

THE COURT: I'll take it. But I will only in- 
struct the jury their only concern is with the securities. 

MR. LESCH: Your Honor -- 

THE COURT: Please, we have gone through this. 

MR. LESCH: I thought we had. 

MR. SORKIN: I object. It is irrelevant and it 
has no bearing. 


THE COURT: I instructed the jury that it was 


with respect to the securities, the basis on which it was 


being received and the basis on which they may consider 
it in losses that may have been sustained by an alleged 
participant in the scheme to defraud. 

Let's move on with it. 

MR. LESCH: May we have this document marked for 
identification, please. 

(Defendant Corr's Exhibit EH marked for identi- 
fication.) 


Q Is Exhibit EH for identification the chart which 
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you have prepared at my request, sir? 

s %t is. 

Q Now, sir, I show you the fullowing exhibits in 
this case and ask you whether these are the exhibits that 
you used to prepare the portion of the chart relating to 
the investment in capital stock. 

Exhibit 63, Exhibit 65, Exhibit CF, Exhibit Co, 
Exhibit CP, Exhibit CQ, Exhibit CR, Exhibit CS, Exhibit CT, 
Exhibit CU, Exhibit CV, Exhibit CW, Exhibit CX, Exhibit cy, 
Exhibit CZ, Exhibit AA -- excuse me. Exhibit DA, Exhibit 
DB, Exhibit DC, Exhibit DD, Exhibit DE, Exhibit DF, Exhibit 
DG, Exhibit GH, GI, GJ, DK, DL, DM, DN, DO, DP, DQ, DR 
and DS for identification -- withdraw the last one. 


MR. SORKIN: DS? 


MR. LESCH: Withdraw DS for identification. 


Q I ask you whether these are the documents that 
you used to prepare the first part of that chart, sir, 
relating to investment in capital stock. 

A They are. 

MR. LESCH: May we have these two books marked 
for identification. 
(Defendant Corr's Exhibits EI and EJ marked for 
. 


identification.) 


Q Mr.. Braff, what are Exhibit EI and EJ for 
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identification? 

A EJ is the cash receipts and disbursements journals 
for Self Defense Industries, Inc. 

MR. SORKIN: I am going to object. 

Q What is EI? 

A EI is the general ledger for Self Defense In- 
dustries, Inc. 

Q Who prepared those documents? 

A My accounting office. 

Q Were they prepared in the regular course of 


business? 


A They were. 
I 


Q Was it in the ordinary course of business to 
prepare those documents for Self Defense Industries? 

A Yes. 

MR. SORKIN: TI object. 

Q Were these two documents EI .for identification 
and EJ for identification the underlying documents from 
which the portion of the chart relating to the investment 
in Jerome Mackey Judo School franchises was prepared? 

A Yes. 

MR. LESCH: I offer Exhibit EH in evidence. 


MR. SORKIN: Your Honor, I object. 


THE COURT: Your objection is sustained. I am 
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limiting the testimony only insofar as it touches upon 
Judo securities which are the subject matter of the charge 
in this indictment. I have stated and that is it. 

MR. LESCH: Your Honor, there's been a misunder- 


standing. 


THE COURT: Piease don’t discuss it any further. 


Even if there was a misunderstanding on my part as you 
Suggest, I am going to limit it to an offer of proof with 
respect to the securities that are the subject matter of 
this indictment and no other matter will come into the 


picture. 


MR. LESCH: In that case, your Honor, I offer every- 
thing in Exhibit EH for identification except paragraph two 
which relates to the investm .i:t in Jerome Mackey Juijo 
School franchises and with the Court's permission I would 
simply tear off that part of the page. 

THE COURT: Either cover it or get up a separate 
chart. It will be received in evidence. 

MR. SORKIN: My only objection related to 


chart, I thought we were going to have testimony. 


THE COURT: I assume we will. After this 


received. 
MR. SORKIN: Is this chart in evidence or is it 


only going to be used by the witness to refer to as he 
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testifies? 


THE COURT: Let me explain again, members of 


understanding this. 
I mentioned the other day when -- I forget the 
name of the witness -- Mr. Filmore was on the witness 


Stand and prepared the charts which you had seen and 


copies of which had been passed around to you, that what 
he was testifying to was really a summary of exhibits in 
evidence that one could not expect that members of the 

jury should carry in their minds the different exhibits 


and attempt to collate it. 


the jury. I don't know why we always have difficulty t 
| 


Essentially the evidence at all times was the 
documents that were received in evidence during the course 
of testimony. ? ww, again, simply I refer to that as an 
aid memoir and always sais go back to the testimony in the 

- Case and the exhibits. 
This witness' testimony is being received on the 


- 


same basis. It is simply an aid memoir based upon docu- 


ments that are now in evidence. 


(Continued on next page.) 
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MR.LESCH: Your Honor, so the jury may 


follow this, my reqvest, with the Court's permission, to 


tear off the part of this exhibit that relates to part 2, 

and give the jury copies and mark as a separate exhibit 

for identification the portion that has been torn off. 
THE COURT: As you have heard from this 


discussion I am confining the witness' testimony to the 


securities that are the subject matter of the charges in 


the indictment I hold the balance of it is -rrelevant in 


terms of the issues in this case. 
MR. SORKIN: I have not seen this before. Ma 
{ 
I look at this for a moment? 


THE COURT: All right. 


(PAuse.) 


MR. LESCH> The first thing I will do is 
cut off paragraph 2 of the first page, and then, if I may, 


with the Court's permission, I would ask that the remainder 


of this document, this chart, be denominated Exhibit EH, 


in evidence, and this portion that I have cut off be 


denominated EJ for identification. 
THE COURT: Yes, it may. 
MR. LESCH: Thank you, your Honor. 
MR. SORKIN: I have just looked at the last 


two pages here, your Honor, and I -- 
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THE COURT: Is there a problem that there 
are other figures included there? 

MR. SORKIN: Wc. There are names. I think 
your Honor ought to look at the last two pages. 

THE COURT: I assumed it was in proper form. 
I hadn't looked at it. Maybe we will have to have this 
redrafted. 

MR. SORKIN: I would be happy to state my 
objection. 

THE COURT: maybe we better go inside for 
Mr. Lesch to explain it to me. 

; I am going to suggest now that if there is a 


problem of redoing this, I am not going to keep the jurors 


waiting here tonight. I have ordered the cars. I hear 


there are some traffic problems on the road and when the - 
cars come, we are going to get them on their way. 

MR. LESCH: I did not anticipate any problems: 
with this. This is the second time this witness has come | 
back. 

(In the robing room.) 

MR. LESCH: even Honor, as long as we are in 
the robing room, my contention with respect to both the 
shares -~ 


. (HE COURT: Mr. Lerch, I gave you ample time. 
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‘I have ruled. If I am in error, if. the oct¢asion arises, 
you can point out my error to higher authority. I told you 
I had a serious doubt that the loss or profit items are 
properly admissible. I reflected upon it a great deal. 
The question is very close. I have given you the benefit 
of the doubt. But I am not going to allow a free wheeling 
reference by a witness to Mr. Corr's investments with 
franchises and other matters that in my judgment are not 
related to the subject matter. 

The indictment was specifically with respect 
to securities. There will be no further discussion now 
that you nave had your say two days ago, you had it 
yesterday, you had it today. I am not going to elaborate 


upon it. You have had my ruling, and as I said if I am in 


error and there is occasion to review it hereafter somebody 


will recognize the error. 

MR. LESCH: .< would much prefer not to_ 
have to make that argument. 

THE COURT: I'm sure you would rather not mak 
it here at all in the courtroom. 

.Now, what is your problem on the balance of 
this, Mr. Sorkin? 

MR. SORKIN: Your Honor, as to pages 5 and 6 
I am baffled as to what Ventura, Cohen, Berman, Van Ess 


are Going in here. I« Mr. lx sch saying this is Mr. Corr's 
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atock? 

MR. LESCH: He was stuck with all the stock. 

MR. SORKIN: It is not a loss to him. It was 
a bad debt. 

He loaned money to these people. He hasn't 
been stuck with it. He hasn't been paid back yet. 

MR. LESCH: It's been a long time then he has 
been stuck with the stock. 

THE COURT: I asked you the other day when th 
first came up, Mr. Lesch, why chere was inclurion of the -- 
and I saw the statement and I didn't go over i this 
thoroughly ss why there was inclusion of the Keogh -- 

MR. LESCH: There is no Keogh account here, 
your Honor. These are only accounts ~~ 

THE COURT; Wasn't that in the other day, 
the Keogh account, in what you showed me? If you are 
including Keogh, how are you going to argue that -- 

mR. LESCH: I was going ta get that from this 


witness. What I explained to your Honor was this private 


purcahse on page 2, March 6, 1972, 3500 shares. 


THE COURT: What is that? 
MR. LESCH: That will be explained by this 
witness. 


THE COURT: That is a matter of examination o 
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the witness. But how about the other items here, the Van 
Ess -- 

MR. LESCH: Your Honor, the money was laid ou 
by Mr. Corr as is shown on the government chart and he has 
never been repaid and he is stuck with the stock. 

THE COURT: This is completely contrary to 
the testimony in the case, is it not? 

MR. LESCH: This is not contrary. This is th 
testimony ir, the case. 

THE COURT: What is your theory with respect 
to the Ventura-Cohen accounts? 

: MR. LESCH: My theory with respect to the =- 
those accounts, is the man ; laid out all the money and he 


was stuck with all these transactions. 


MR. SORKIN: That is a bad business debt, 


your Honor, which you write off. He was loaned money he 
wanted paid. How has that anything to do with the case? 
MR. LESCH: If you want to change the label 
from investment to bad debt, it doesn't matter. It relates 
to Jerome Mackey's Judo, Inc., and it is a strong indica- 
tion as between the contention as to whether this man was 
the defrauder or the defraudee, the fact that he ended up 
wtih all of this stock, having laid out all of this money, 


is something I want to be able to argue on wilfulness. 
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THE COURT: 1 will confine you to the purchases 
and the sales in the securities. 
MR. LESCH: This is the securities of Jerome 
Mackey's Judo, Inc. 
THE COURT: That he was involved in. 


MR. LESCH: He was involved in these, your 


THE COURT: There was your client's testimony 
of the arrangement, for example, with Mr. Ventura where he 


put up $80,000 in cash -- that is, Mr. Ventura did -- and 


explanation as to what the business relationship was, and I 
hold that that is not within the perview of my .ruling. 

I am going to confine you. Whatever the loss is, you may 
argue. 

MR. LESCH: If I can only say what this 
relates to. Mr.Corr testified that he was making these 
purchases throughout 1973 because he was informed that 
Ventura's money would come from South America back into 
this company, into this country, that he was making it for 
their accounts, and that he eventually got stuck with it. 

He also testified that he was making purchases 
for Berman, and that he was making purchases for Diamond, 
and that he then sent stock to Diamond and Berman as part of 


the joint venture and he lost that stock, too. 


your client put vp $100,000 in collateral, and gave his 
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THE COURT: Diamond and Berman testified they 
lost $300,000 in this set up. They were the ones that were 
the purchasers in this set up. 
MR. SORKIN: It is directly contrary. If Mr. 
Lesch is offering this testimony to show Mr. Corr had good 
faith and did not intend to defraud, and he was buying and 
he was buying because he believed in the company, then he 
contradicts himself, because he wasn't buying in the company 
he was buying for Ventura and Berman and Van Ess and Cohen 
and he didn't give a hoot about -the company. 
MR. LESCH: Let him make that argument to the 
jury, your EOnor. 
THE COURT: There are substantial losses as 


it is without these. 


MR. LESCH: Let me at least finish. 


THE COURT: I have ruled. 

MR. LESCH: I have said to the jury at the 
outset of this case that I — going to prove a million 
dollars in losses. 

Now, I did that, because I believed -- I very 
rarely make statements. like that in the opening, but I did 
say that, and I said it because I believe this is highly 
relevant. 3 


._ THE COURT: You may have made the statement. 
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I don't have to perpetuate your error. 

MR. LESCH: You don't have to perpetuate my 
error, but I am in a position now where the chart has alrea 
been partly emasculated and if we then take out the rest, it 
is meaningless. 

THE COURT: Take it overnight and redraft it. 
There is still a substantial part here. Moreover, thereis 
still a substantial ques*ion whether Ishould allow the CPA 
to come on the stand. 

Your client under your questioning testified 


as to the losses suffered in this case. It is in evidence 


i 
now. If you give me my notes, I will show you the page 


number it's at, or I will get it in right now for you. 


Off the record. 


x/ 
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United States of America 
vs 7s Cr. 863 


' 785 Cr. 1059 
James E. Corr, III, et al 


New York, New York 
January 9, 1976 - 9:30 a.m. 


(Trial resumed.) 

(In open court, jury present.) 

THE COURT: I think before we start I want to 
dispose of one matter that came up last night. I will see 
counsel in the robing room. 

(In ‘the robing room.) 

THE COURT: The Court is prepared to rule on the 
matter that engaged our attention at the conclusion of last 
night's session. 

The inclusion a the profit chart of Schedule c, 
with its heading "1973 purchases assumed," relating to 
Ventura, Van Ess and Cohen purchases of Judo stock, is 
not justified. It is contrary to defendant's own testimony 
as well as that of other witnesses as to the nature of 
those transactions The purchases, according to defendant, 
were those of Ventura, Van Ess and Cohen, and that he 
advanced the funds to them as personal loans against the 


purchases. 
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Furthermore, defendant testified that with respect 
to Ventura there is an issue as to [98,000, and that the 
alleged Van Ess loan of $45,000 was repaid, and that he 
and Van Ess were satisfied. 

Finally, it is disputed that the defendant made 
the advances which he now seeks to claim as a loss with 
respect to those items. If any loss were sustained by 
defendant, even accepting his version as to these purchases 
by Ventura, Van Ess and Cohen, it was a bad debt loss on 
personal loans to them. 

Such a loss under these transactions is not 
relevant to the issue of cory's good faith, or lack of 


criminal intent. 


The inclusion of claimed losses shown on the 


schedule as "1973 purchases assumed," would. not:reflect!:but ~ 


rather distort the evidence. It would permit a "puffing" 
of alleged losses as far as his personal investment in Judo 
stock is concerned. 

I will allow in evidence a chart which reflects 
losses sustained by Corr based upon his personal trensention 
or investments in Judo stock. This would be relevant on 
his lack of criminal intent and his good faith, as I 


have already instructed the jury. Indeed, there is 


evidence already in the case testified to by Corr as 
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to those losses which he placed at about $300,000. To 
permit Schedule C to remain as part of the exhibit would 
upon the evidence sesult in a gross exaggeration of losses 
beyond that figure. 

MR. LESCH: Your Honor, may I just say something 
for the record here. 

THE COURT: Yes. 

MR. LESCH: First, the testimony of Mr. Corr a3 
to the $300,000 was not as to stock purchases, but it was 
as to his investment in the Jerome Mackey's Judo franchises. 

Second, the argument that I sought to make to 
the jury was that Mr. Corr advanced these thonies to ‘«ntura 
and Cohen, as your Honor has cited from the transcript, 


and the reason that he advanced these monies to then was 


because they were a part of a common group to try to get 


control of the company. 

The fact that Mr. Corr wanted to get -- 

THE COURT: May I interrupt you? I will not 
deter’ you from making that argument to the jury. You are 
free to make it. I am ruling on allowing this exhibit 
as drawn to go into evidence. 

MR. LESCH: Would your Honor -- 

THE COURT: No, Mr. Lesch, we are not going to 


continue this argument again. I said on your statement you 
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are free to argue to the jury anything you want with 


respect to those loans. 


MR. LESCH: Thank you, but, your Honor, I want 


to ask you one thing. Would your Honor permit it to go 
in under the heading bad debt loss. 

THE COURT: No, I wouldn't, because you are free 
to argue whatever you want. You have the figures as to 
that. You may refer to them according to the exhibits. 

You nave the totals. I am not precluding you from arguing 
before the jury on it. This would be a distortion of the 
basis on which I am allowing that evidence to go in. 

MR. LESCH: 1 respectfully except. 

THE COURT: You have stated your exception a 
few times, you have had the exception, can't we proceed with 
the trial? And I am saying to you again you are free 
to argue anything you ‘aie: 

MR. LESCH: Thank you. There is only one thing 
I did want to say, your Honor, and that is that with the 
greatest respect, and I do have the greatest respect for 
this Court, especially this Judge, but I do respectfully 
submit that I think that your Honor's study of the testimony 
which was of necessity done late last niet, and which 
was under the pressure of getting copies >f all the 


testimony to you, is in error on this. 
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I don't think that this is in any way a distortion, 
and I do urge that it does fall within the cases that we 
discussed yesterday which permit a defendant in a stock 
fraud case to show his losses on the issue -- his losses 
whether they be technically deemed bad debt losses or 
whether they be deemed investment, to show them in this 
type of a case, and that is the only thing that I have 
asked the Court for permission to do. 

THE COURT: Have you finished your statement? 

MR. LESCH: Yes. 

I am not going to call the accountant. I am not 
going to offer <his chart. What I will do is simply have 
the entire chart, if I may, marked for identification, 


and I am not going to offer any of it in evidence. 


THE COURT: You are entitled to do that. 


(End of robing room.) 

MR. LESCH: At this time, your Honor, we 
have decided, in view of your Honor's ruling, that there 
is no need for the testimony of Mr. Braff, and the only 
request that I make is, because I originally tore off one 
portion of the exhibit, since the exhibit is not going to 
be received in evidence, but I ask the entire exhibit as 
originally offered be marked EH for identification. 


THE COURT: It may be marked. 
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RAYMOND GOULD, called as a witness 
by defense, being first duly sworn, testified as 
follows: 
THE COURT: All right, Mr. Lesch. 
DIRECT EXAMINATION 
BY MR. LESCH: 
Q Mr. Gould, how were you employed in 1971 and 1972 


and 1973,sir? 


A I was general manager of Jerome Mackey's Jude 


MR. SORKIN: Would you keep your voice up, please, 


I was general manager of Jerome Mackey's Judo, 


Q How long -- what is the period during which you 
were general man yer of Jerome Mackev's Judo, Inc., sir? 

A I went there in 1963 -- I am sorry, I am just a 
little vague on it. '63 to -- I left two years ago 


last November. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


ent evr “tA wew YReY FY 7am 7 seen 


3lla 


Gould-direct 
So that would be until November, 1973, sir? 2 
3 | A ‘73, yes. | | f 
4 | 9) What-were your duties at Jerome: Mackey's Judo, 
5 Inc. during this period? | 
6 | A + I was in charge of sales, sales promotion. I 
7 | was sales manager and just anything that was delegated 
8 | to me by Jerome Mackey himself. 
" Q Did you have a -- what was Mr. Mackey's position 
10 at that time, sir? 
1 | A President of the company. | 
2 | Q Was he also chairman of the board of directors? 
13 | A _—s'I: don't know that. | 
4 Q What were you to Mr. -- if his title was president, | A 
15 what were you to Mr, Mackey? 
16 A I was general manager and I was responsible to 
W him. | 
1 | Q Aside from Mr. Mackey, was there anyone who was 
19 your superior in Jerome Mackey's Judo, Inc.? 
20 A No. 
21 | Q Now, sir, who made the decisions as to the 
22 | management and policies of Judo throughout the period of 
3 time that you were the general manager of Jerome Mackey's Judo, 
% | Inc.? | 
3 | MR. SORKIN: Objection, your Honor. May we have | 
| 
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that defined in what areas of management and policies? 
THE COURT: me OT define it or be more precise? 
@) Who made the decisions as to the hiring and firing | 
| 
of salesmen? | 
A In general I did. I discussed them with him but 
I normally made the wuecisions. 
Q That was the authority that was delecated to vou 
by Mr. Mackey, is that right, sir? 
A Yes, sir. 
(@) Who made the policies witn respect to the instruc- 
tions of Judo? 
A Jerome Mackey. 


Q Who made the decisions as to -- were there leases 


that had to be entered into for various Judo schools? 


| 
| 
| 
| 
| 


A Yes. 


(@) Who made the decisions as to whether léases should 


be entered into or not? 
A Jerone Mackey. 


9 Were there advertising contracts that were 


entered into at this time? 
A Yes. 
Q Who made the decision as to whether advertising 


contracts were to be entered into? 


A Jerome Mackey. 
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Q Were there purchases of furniture and other 
equipment and other asset's for the corporation? 

4X Yes, sir. 

Q Who made the decisions as to whether such 
purchases should be mede? 

A Jerome Mackey. 

Q Were there assets that were rented; such as cars 
and equipment and other assets like that? 


A Yes, there were. 


Q Who made the decision as to whether such assets 


should be rented? 

A Jerome Mackey. 

Q Were stock options given to various employees 
of the company, sir, at various times? 

Not to my knowledge. 

Q To your knowledge, sir, who made al}. of the -- 
was there one person who made all of the decisions as to 
the management and policies of Jerome Mackey's Judo, Inc.? 

MR. SORKIN: Just to his knowledge. 
THE COURT: That- is what Mr. Lesch said. 

A I have never known anyone in that company to make 
a decision other than Jerome Mackey. 

Q To your knowledge, sir, was James Corr employed 


as a financial consultant in 1971, and 1972? 
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A Yes, he was. | 


, 


| 
Q While he was employed, was there anything that mr. | 
Corr did that he didn't have to get Mr. Mackey's approval 
for Pvfore he did it? 


A Not to my knowledge. 


4902 


Bergtraum-Direct 
mdrf 23 


H OW A R.D BERGTRAU UM, called in 


rebuttal by the Government, being first duly sworn, 


testified as follows: 
DIRECT EXAMINATION 
BY MR. SORKIN: 

Q Mr. Bergtraum, are you employed, sir? 

A Yes, I am. 

Q “» what capacity? 

A I am an attorney with the law firm of O'Sullivan, 
Wolf, Carabell & Grave. 


Q Keep your voice up. 
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THE COURT: I missed the first name. Repeat it. 

THE WITNESS: O'Sullivan, Wolf, Carabell & Grave. 

MR. LESCH: Before we go forward with this may 
we have a conference at the side bar and an offer of proof? 

MR.SORK™N: I am agreeable, your Honor, but 
I don't think ict is necessary. 

THE COURT: All right. 

(In the robing room. ) 

MR. LESCH: I just ask for an offer of proof. 

MR. SORKIN: The question is this. Mr. Corr has 
testified that certain attorneys told him -- and I am lookin 
at specifically the cross examination -- 

THE COURT: You put a very specific question to 
him. I remember it. On what subject? 

MR. SORKIN: Whether or not he was told at any 
time by the firm of Davis, Sullivan that he was not a contro 
person. Then I asked specifically Howard Bergtraum 
and he said absolutely not. I was never tid that. 


His testimony also on direct and cross was 


repeated he testified that he got permission from Davis, 


Sullivan, to sell the 40,000 shares of Judo, that he wis 
not a control person, that he had permission all along 
to sell shares in 1972, not only with the swap but in his 


own account and the accounts of Keogh, and additionally, 
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that he had permission -- 

THE COURT: You have made your offer of proof. 

MR. LESCH: This is what I thought was going to 
be offered. I would have no objection if Mr. Bergtraun 
were to be asked questions as to what took place at 
meetings when Mr. Bergtraum was present, but if he is 
being asked for advice that Bergtraum gave to Corr I have 
two objections. My basic objection is this: This man 
Bergtraum is a former SEC attorney, he is supposed to 
specialize in securities law. If he comes into this case 
at this time, at the very end of the case, and says in 
effect, "I have concluded that Mr. Corr was a control 
person of Jerome Mackey's Judo," then -- 

THE COURT: I don't understand that he is giving 
an opinion. I understand that he is being called to testify 
asto whether or not he told the defendant certain matters 
to which the defendant himself referred, is that correct? 

MR. SORKIN: Yes. 


Mk. LESCH: To me at this stage of the case, 


we are no’ at the very end, it is going on summation -- 


THE COURT: You tell me at what stage of the 
case he could have been called. 
MR. LESCH: I say at no stage of the case 


could he be called, especially on this point. 
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THE COURT: I want to say to you first, Mr. Lesch, 
I anticipated Mr. Bergtraum would be the witness. I say 
that simply having gone over the record. When Mr. Sorkin 


indicated there were rebuttal witnesses, the record is as 


clear as can be that repeatedly your client, instead of 


answering some questions yes or no and being responsive 
to questions, went off and injected into his answers 
references to the fact that his attorneys had told him 
various matters with respect to the shares of stock at 
issue. 

I recall very distinctly the question and the 
answer that Mr. Sorkin just referred to, and I hold that 
is a perfectly proper rebuttal; and I will allow it. 

MR. LESCH: That was my first objection. 

My second oojection is that this calls, to the 
extent that we are talking about conversations betweenMr. 
Bergtraum and Mr. Corr, outside the presence of anyone else, 
any third parties, this is a breach of the attorney-client 
privilege. 

THE COURT: I must say with due respect to you 
that I certainly don't understand it in view of the 
volunteered statements by your client making direct referenc 
to the matter that is about to be offered. 


MR. LESCH: This was only at meetings when other 
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persons were present. 
MR. SORKIN: Mav I just point out -- 
THE COURT: Mr. Corr, on this record repeatedly 


made reference to these conversations. If there was any 


privilege it was waived by his volunteered testimony in 


this courtroom. 

MR. SORKIN: Your Honor, there is another ground 
your Honor may rule on, and the ground is it is my 
understanding that Davis, Sullivan was the corporate 
attorneys for Jerome Mackey. They were not Mr. Mackey's 
private attorney. There is no evidence of that. 

(End of robing room.) 

(In open court, jury present.) 

BY MR. SORKIN: 
Mr. Bergtraum, can we have the firm name again? 


O'Sullivan, Wolf, Carabell & Grave. 


Do you know a gentleman by the name of Peter 


Yes, I do. 

Was he formerly associated with your firm? 

He was a partner in the firm. 

You are a practicing attorney, is that correct? 
Yes, sir. 


Prior to the time you went to the firm what did 
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you do before then, sir? 
A I was an attorney with the Securities and Exchange 
Commission in Washington. 
Q Do you know a gentleman by the name of James Corr? 
A Yes, I do. 
Q Do you see him in the courtroom today? 
Yes, I do. 
Would you identify him, please? 


The gentleman wearing the grey suit, third from 


the left, at the table next to you. 


MR. LESCH: So stipulat. .. 

Q During the year 1972 did your firm and you, sir, 
working for your firm, represent Jerome Mackey's Judo, Inc. 
Corporation? 

A Yes. 


Q And when for the first time did you meet Mr. 


I would believe approximately June of that year, 


Q Now, Sir, during the year 1972, did Mr. Corr 
at any time tell you that he was selling shares of Jerome 


Mackey's Judo, Inc.? 


MR. LESCH: May we have a standing objection to 


this line of testimony based on the grounds that I have 
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already stated. 
THE COURT: Yes. It is on the record. 
A No, he did not. 


Q At any time during the year 1972, did Mr. Corr 


tell you that he was selling shares of Jerome Mackey's 


Judo, Inc. through the accounts of others? 

A No, he did not. 

Q At any time during 1972 did you tell or did 
anyone from your firm in your presence tell Mr. Corr that 
it would be legally permissible for him to sell shares 
of Jerome Mackey's Judo, Inc. either through his own 
account or the accounts of others? 

A No. 

Q Did Mr. Corr at any time come to you and ask you 
if it would be legally permissible for him to sell shares 
of Jerome Mackey's Judo? 

A No. 

Q Now, sir. did Mr. Corr at any time ask you if he - 
if in your opinion -- and he is asking you if in your 
opinion he was a control person in Jerome Mackey's Judo, 
Ene. 

A No, he did not. 

Q Did you at any time during the year 1972 tell 


Mr. Corr that in your opinion he was a control person? 
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MR. LESCH: I object to the form of the question, 
your Honor. 
THE COURT: I will allow it. 
A Yes, I did. 
Q The question is, did you, Mr. Bergtraum, at any 


time in the year 1972 -- 


Te 
MR. SORKIN: Your Honor, I lost my train on that. 


May we have the first part of the question read back. 
(Question read.) 

Q -- tell Mr. Corr that he was a control person 
of Jerome Mackey's Judo, Inc.? 

A Yes, sir. 

Q Do you recall a time, Mr. Bergtraum, where Jerome 
Mackey's Judo, Inc. received a letter from NASDAQ? 

A Yes. 

Q The substance of which said that Jerome Mackey's 
Judo, Inc. did not have 500 shareholders and might be 
delisted from NASDAQ? 

A Yes, I do remember. 

Q Did you have a meeting with Mr. Corr and others 
at the time? 


A A meeting or telephone conversation. 
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Q During that meeting or telephone conversation, 
did Mr. Co-r at any time ask you if he could sell his 
shares of Jerome Mackey's Judo, Inc. or shares in the accounts 
of others for te purpose of getting wider distribution? 


A He did not ask me if he could sell his shares. 


He did ask me about people who owned shares to get wider 


distribution. 


Q Did Mr. Corr tell you that he was going to sell 
his shares? 
A No. 


2) Now, sir, in your presence, did any other attorney | 


of the firm tell Mr. Corr that he could sell his shares 
for the purposes of getting distribution? 

A No. 

Q In your presence, did any other attormey from the 
firm tell Mr. Corr that it would be legally permissible 


for hir to sell shares of Jerome Mackey's Judo, Inc. in 


1972? 


A No. 


MR. SORKIN: I have no further questions, your 


THE COURT: Mr. Lesch. 
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end of the Government's case and the one I have just disposed 
of now. 

MR. LESCH: As long as we are here may I make two (|[- 
points for the record. 

One, I respectfully request that the Court not 
marshal the evidence. I have taken a look at the Kelly 
case since your Honor mentioned that case. 

THE COURT: Mr. Lesch, let me say this to you, this 
comes at a rather late moment. I have no hesitancy in saying 
that I have spent at least, well, more than two full days, 
this past Saturday and Sunday and nights soing through 


this record, trying to abbreviate it and boil it down. I 


indicated to both counsel that was what I planned to do 


because I felt that in a case of this size I was bound by 
the ruling in the Kelly case where despite a stipulation 
entered into by Government and defense counsel, Judge 
Medina felt that sieeevwen an obligation on the! part. - 
the Court to marshal the evidenve with respect to each 
particular person whom it was charged was a member of the 
conspiracy. 

If you made your proposal sometime bacx, I 
perhaps would have reconsidered bu. I have spent -- there is 


no point in saying -- I have spent so much time in doing 


this charge and I am not going to change it. 
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MR. LESCH: I truly regret that. I did not want 
to say anything to the Court until I hats had a chance 
to review all the cases in this matter. 


In tne Kelly case, there were 28 defendants and 


28 co-conspirators. In this case of course there are only 


three defendants and I think the evidence is very 
clear as to what evidence applies to what I mean. 

Mr. Drayer, the principal evidence that relates to 
him is the evidence that relates to the three wooden 
tickets. That is Roger Drayer. Mr. Barry Drayer obviously 
the principal evidence that relates to him is the evidence 
concerning Cohen, Ventura and the South American group. 

The rest of the evidence in this case, I think some 
obviously, some oversimplification, but the rest of the 
evidence in this case relates to Mr. Corr. 

My fear, your Honor, is that if your Honor 
marshals the evidence in this case, it will appear to the 
jury as if your Honor is showing them that t -re is a 
great deal of evidence against Mr. Corr. 

Frankly, I am far more worried about anything 
that your Honor says and the impact thas it has on this jury 
than the impact that Mr. Sorkin may say Or indeed I say. 

I have seen the way this jury looks at your Honor 


and respects your Honor as we ail do and I am terribly 
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afraid that no matter what your Honor says the process cof 
marshaling the evidence will be misunderstood by the jury 
as an effect an additional summation for the prosecution. 

So, I truly regret that I didn't say this earlier, 
your Honor. And that your Honor put in time on this 
matter, but the prospect of marshaling the evidence in a 
matter like this. I find very disturbing. 

I have been in some other security cases and 
I have never. it has never happened before -- in the 
cases that I have been in -- that the Judge has marshalled 
the evidence. 

THE COURT: That he has? 

MR. LESCH: It has not happened in the cases 
that I have been in. 

THE COURT: I have made it a regular policy from 
the time I have been in the court. I often think these charges 
do not have relevant meaning unless I relate it to the 
facts. 

MR. LESCH: I know thac Mr. Sorkin will do an 


excellent job on summation and will fully relate all of 


the e: ‘2 that he has, and I arm hopeful I will be able to 
v 


bring to tte jury's attention whatever circumstances there 
are that tend to exculpate Mr. Corr. 


I would request that if your Honor, after hearing 
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the summations, comes to the conclusion that the lawyers 
have adequately marshalled the evidence, have made the 
issues clear, that in view of that additional fact, the Court 
not marshal the evidence and simply omit those pages from 
its charge. 

THE COURT: Mr. Sorkin, how do you feel about it? 
I frankly would have welccmed in this case the suggestion 
had it been made originally. As I say, I unhesitatingly 
acknowledge I have spent more time on this charge than any 
single charge I have ever worked on in this court. 

My work us just about complete. I am still working 
x. it. That is the truth. But if Mr. Sorkin feels that 
the case can be presented adequately as far as the fact 
situation is concerned through the summations, I will 


reconsider. 


MR. SORKIN: Your Honor, I disagree with Mr. 


Lesch. I think it is proper. I think in a case where 
we will go over 5,000 pages, where we have heard 42 
Government witnesses and there have been hundreds and 
hundreds of exhibits. While I don't expect your Honor and 
I do think it would be improper for your Honor to go into 
detail -- 

THE COURT: Certainly not. I am trying to do 


it in very broad strokes. 
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MR. SORKIN: I think it is proper for the Court 
in a case of this nature to -- let me say this. The 
Court, I am sure, is going to instruct the jury as it has 
instructed the jury all along that they are not to draw 
any inferences from questions that the Court has asked, from 
the manner in which the Court has asked -- 

THE COURT: That is all in the charge. Let's not 
spend time on that. 

MR. SORKIN: I think any marshaling of the evidence 
with: -an . instruction along those lines can't be 
anything but a means of Stent the jury to the charges 
in the indictment. 

MR LESCH: May I remind the Court of what -Tudge 
Friendly said in the Kahaner case. 

THE COURT: I am fully aware of it and with the 
greatest respect to one of the greatest juriste I‘ know, 


Judge Friendly; I was guite surprised when I saw the 


footnote in the Kabaner case. As:'I said I have ‘taken: .- 


great pride in every charge to: every jury,I reviewed 
the evidence with the sole idea of relating the fact issues 
with resp ct to what the law is. 

I must say a short time after the Kak-ner case 
was decided, I came across a case in the New |. >»: State 


Court of Appeals which flatly made the statement that it 
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was error for the trial judge not to review the evidence. 
Of course, that was a state court ruling. Then thereafter 
the Kelly case came. It sii the Kelly case that gave me 
great pause in this setup. 

Despite what Mr. Sorkin just said, I understand 
his position. In this case I seriously did consider, if there| 
had been a stipulation by the lawyers, not marshaling the 
evidence. The reason for that I think was the five weeks 
now the six week trial fairly well pinpointed the issues 
in the case as the testimony developed. 

Also, not meaning to flatter you gentlemen, I 
think you héve all done a very excellent job of protecting 
the interest of your respective clients. I think the 
facts have been developed and I am sure you can do an 
excellent job in bringing the jury's attention -- as I am 
sure you will -- the different positions. 

Of course you do iv as adversaries. My purpose 
would be only to point out the contention of both 
Government and defense with respect to the disputed fact 
issues and what the theories are on the part of all the 
litigants in the case. 


MR. LESCH: May I jyst make a few more citations 


here because I think after Kekly -— 


a 
THE COURT: They have said in a simple case -- 
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2 MR. LESCH: Actually, your Honor is fully fami? tax | 
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with a Nuccio, 373 F 24 168 and the Tourine case, 428 F.2d. 


4 865. 


THE COURT: I am familiar with all of these cases. 


It may need a little putting together after five or six 


weeks -- 


° MR. LESCH: I would simply ask your Honor at this 
9 point to reserve final decision on this until after yeu hear 
10 the summations of Mr. Sorkin. and myself and then perhaps 

ll your Honor may conclude, I hope your Honor will conclude, 

ie that the issues are clear enough to the jury and that the 

13 


testimony of particular witnesses as to which those 


issues relate that marshaling of the evidence is not 


necessary. 


THE COURT: What is the position of Mr. Bell and-- 


position of Mr. Murphy. 


MR. BELL: My position is, your Honor, if I had 


a totally clear choice I would lean towards asking your 


Honor not marshaling the evidence. I don't raise that 


evsing to the dignity of a formal motion. Am I correct 


» ‘il have an opportunity between the time you finish 
your form-” cnarge and the time your jury is sent up 


to deliberste we will have an Opportunity to speak to your 


s £ 8 RB 


Honor about the charge including anything you might have 
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said in the marshaling of the evidence. 
THE COURT: After I deliver the charge, I call 
the lawyers in the robing room. I don't even invite them 


up to the side bar. I think you are entitled to the privacy 


of the robing room to make your exceptions. 


MR. MURPHY: Once again I am out of step, your 
Honer. I amin favor of you marshaling the evidence in this 
case. I might say that it is the only protection for my 
client. I have been moving for a severance in this case. 
There is a huge amount of evidence that has 3one against 
the princiral defendant. 

As the Kelly case said the only protection if 
you cau‘t get a severance is for the marshaling of the 


evidence from the Court. 
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Look at those charts. $69,375 paid out of 
accounts. What did Kathleen Keogh get out of that? 


$57,000, what did Kathleen Keogh get out of that? $27,000, 


what did Kathleen Keogh get out of that? $28,000, what 


did Kathleen Keogh get out of that? The total amount is 

in ecess of $345,000. What did Kathleen Keogh get out of 
that? Where was it split up, when did it take place, 

what did she get? Mr. Corr says she divided it up in 1973. 
His explanation was in '73 he came to her, he said, want 

to divide it, she said, no. My new husband does not want 
any part of it. You just pay my taxes. Do you think for a 
moment that Kathleen Newberry, who is taking home $91 a 


week in 1972 would turn down any part of $345,000? Is 
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there any evidence, ladies and gentlemen, that when Mr. 
Corr came to her in '73 and told her let's split it up, 
that he told her how much was in her accounts? She testi- 
fied she had no idea what was going on in those accounts. 


Nonewhatsoever. She even testified that she didn't even 


regard it as her stock in her accounts because she wasn't 


placing the orders. 

But Mr. Corr said to the SEC, what accounts, 
he was asked, did Kathleen Keogh maintain in 1972 and he 
answered that she maintained accounts at Sterling Grace, 
Morgan Kennedy, Hartzmark. When Kathleen Keogh was asked, 


did you maintain those accounts, she answered no. 
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period of time 
¢ 
What a coincidence that Roger Drayer, who has known 


about Judo since early 1972, decides that the appropriate 


time to buy the stock is in October of 1972, when the market 


is under terrific pressure because of the short selling, 


when Mr. Corr is swapping his stock with Morgan, Kennedy, when 
there are rumors of a U. S. Attorney's investigation, when th 
T.S.&S merger or acquisition has been called off or 


postponed. What a coincidence. And what does buying do, 


ladies and gentlemen? you have heard it repeated repeatedly, 
Over and over. 


Buying creates demand. Buying makes the stock go 


We submit to you that those orders were placed, 
not only from the testimony of Mr. Buschbaum and Kern and 


Rudnet, but those orders were placed in October of 1972 to 


maintain the market price of Judo securities so that 
Mr. Corr could complete his swap at Morgan, Kennedy, and 
bail out 40,000 plus shares. 


There was testimony that the Morgan, Kennedy 


people, customers, bought the stock at $14 a Share. There 
was also testimony that Mr. Corr, and these other people, 
sold at $12 or $13 a share. So the Morgan, Kennedy peo le, 


the customers, are buying it at least $1 more per share 
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than Mr. Corr is selling it, but the Morgan, Kennedy customers 
are buying it below the market, because on those days, " 
ladies and gentlemen, according to Mr. Corr, Bruce Buschbaum 


was high bid. He was higher than anyone else. He was 


trying to break the short, says Mr. Corr. 


The conversations in October, when they had those 


meetings, Buschbaum would remain high bid. Why? Mr. 
Buschbaum remains high bid so that Mr. Corr and his friends 
can sell out $600,000 worth of stock below the market, 
it could still be sold to the Morgan, Kennedy customers 
below the market, and Mr. Roger Drayer and Jenny Associates 
will maintain the price of the market by creating 1: lot of 
demand during that period of time. 

Think of the incredible coincidence of it all, 


and think of the testimony of Buschbaum, Rudnet, Kern, Goldsand, 


Hays, and Baum, 
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Speaking, ladies and gentlemen, about Van Ess 
and Ventura and Cohen, they are big boys. Where today 


is Ventura's $80,000? Where today is Jose Cohen's $20,600? 


Where today is the $6,000 that Isaac Cohen used, 


$3,000 in a check, $3,000 from his chech.ing plus, that he 
gave to Mr. Corr? Where is it. It was deposited into Mr. 
Corr's account, that $3,000 check. 

MR. LESCH: I must say I object to this, your 
Honor. There is no evidence in the record as to where 
those funds are. We were prohibited from showing what 
the losses were. We have not been able to go past June 
of 1973 on this matter, and I don't think that the prose- 
cutor's remarks on that, suggesting that they have suffered 
a loss are proper in the context of what the evidence 
is in this case, your Honor. 

THE COURT: Proceed. 

MR. SORKIN: Let me tell you where it-is, ladies 


and gentlemen. That is where it is. (Indicating) 
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That is where it is. 


MR. LESCH: There is no evidence in this case, your 


Honor, as to where that money is today. Nothing whatsoever. 
THE COURT: I will instruct the jury they are 


te »ake their own determination with respect to this matter. 


5302 


Instructions 
MD 37 


Summina it up in a simple way, if in fact 
there was a partnership in crime, each partner acts and speaks 
for all the other partners in the furtherance of the 
partnership business, whether - not the others were then 


Present or knew about it. 


Under this partnership or agency concent, 
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MD 38 Jury Instructions 


if sou find beyond a reasonable doubt that a defendant on 
trial was a member of the conspiracy befoce or at the time 

of the alleged substantive crimes, as charaed in counts 

12 through 33, to which I shall later refer, and if you furthe 
find bevond a reasonable doubt that one of the other 
co-conspirators committed the substantive crimes charaed 

in those counts, during and in furt:erance of the 

conspiracy, then you may find the defendant on trial,whose 
case you are considering, guilty of the substantive offense, 


even chough he may not have been directly involved in its 


| commission. 


340a 5345 


Jury Instructions 


The government contends that Corr was a 
control person because <uring time period alleged in 
counts 2 through 9 he owned a suoscantial amount of 
Judo securities, and was responsibie for mergers, 
acquisitions, bank financing, financial public relations, 
lines of credit, bringing the company to the attention of 
the rvrokers and dealers,and at the same time the owner of 


five of the company's franchises. 


Corr, on the other hand, contends that he 


did not have the power to make the important decisions:'in 
the company, nor the power to appoint officers or elect its 
directors, 

His contention is that Jerome Mackey, the 
. Chief executive and majority stockholder of Judo, had 
complete control and a veto power over every important 
corporate transaction, including any that Corr was 
authorized to handle for the corporation. 

However, more than one person can be in 
control of a corporation, for control may rest with a 
group of persons. 


Control is a fact issue for you to decide, 
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MD 81 ae 
based upon an appraisal of the overall effect of 
Corr's relationship to Jerome Mackey's Judo, Inc., and 
all the surrounding circumstances 

If you do find that Corr was a control person 
of Judo, then the next issue to be decided is whethe: 


those to or through whom Corr sold, or caused to be 


sold, the shares of Judo were underwriters. 
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MEMORAKDUM OF AGREEMENT 

WHEREAS, BARRY CHAJET has been cooperating sith th 
Unitea States Attorney's Office, prior to the date of the 
signing of this Agreemert ; 

WHEREAS, the Grand Jury has filed an indictment, 
United States v, Rarry Chajet, 75 Cr. 803 among gthers, 
charging BARRY CHAJET and others with violations of the 
federal laws pertaining to transactions in the securities of 
Jerome Mackey's Judo, Inc.; 

WHEREAS, BARRY CHAJET has personal knowledge of 
facts, events and individuals involved in trensactions per- 
taining to the securitics of Jerone Mackey's Judo, Inc. and 
which information, if disclosed, would be and is of signifi- 
cant assistance to the United States in its investigetion of 
Jerome Meckey's Judo, Ine, 

IT IS HEREBY AGREED BY BARRY CHAJET, with the 
advice end consent of his attorney, Michael Richman, end by 
the United States Attorney's Office for the Southern District 


of New York, by Ira L-e Sorkin, Assistant United States 


Laceednen: 

1. BARRY CHAJET shall commit no crimes in the 
, future and consents to be barred from cmployizent as a 
i registered representative, trades or principal of a broker- 
eater, er an investment adviser, as those terms are defined 


_in the Securities Act of 1933, the Securities :change Act 


“ 
of 1934, and the Investnent Advisors Act of 1940. 
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2. BARRY CHAJET shall testify truthfully before 


the Grand Jury and/or at trial with respect to any cases the 


overnment is presently investigating, 
3. BARRY CHAJET shall disclose all inférmation 
7 


ith respect to the activities of himself and others in all 


‘eee which the Government is investigating or with respect 


to which the Government requests information, 

4, BARRY CHAJET shall enter a plea of guilty to 
onspiring with Ja: E. Corr, ILI, R. Bruce Buschbaum, and 
llan Kern, among »thexs, mmit mail fraud and manipulate 
he stock of Jerome Machey's Judo, Inc., which will Subject 
im to a meximum prison sentence of five years in pri- un and 

$10,000 fine, 

5. BARRY CHAJET understands thet whatcver sentence 
s imposed upon him is within the sole Giscretion of the 
entencing judge and that the Government cannot meke any 
romice or representation as what sentence he will receive, 

6. The Government will inform the Judge who will 
entence BARRY CHAJET of (1) this Agreement; (2) the nature 

nd extent of BARRY CHAJET'S activities with respect to this 
€ ase; (3) the nature and extent of RARRY CLAJET'S cooneration 
vith the Governczat and the dete then such cooperation con- 


i senced; and (4) 211 other information in its possession rele- 


7. Provided that 2ARRY CHAJET complies with all 


o- 


~ terns of this Agrcenent, the Governzent shell, at the 
of BARRY CRAJZL'S sentence, irove to dismiss all counts 
te) 


| ant to sentence, 
| £ the indictment filed to which he has not entered a plca of 


beilty, 8 


| 
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8. In the event that BARRY CHAJET violates any of 
ithe terms of this Agreement, the Govecnment will be [ree to 
iprosecute BARRY CHAJET with regard Lo any and all violations 
of law of which it has evidence, including those contained 


‘in each count of this indictment. 
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BARRY CHAS 


PAUL J. CURRAN 

United States Attorney for the 

Southern District of New York 

Attorney for the United States 
of America 


Ly ’ 
wi ait dake: 


IRA LEE SORKIN 
Assistant United States Attorney 
(212) 791-1983 


Att hie if 
(MICHAEL RICIZiAN — 
(Attorney for deferdant 
Barry Chajet 
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COYNE understands that whatever sentarce is 


posed up him is within the sole diseretion 


of tl 
judge and that the Covernment cannot mike say pre 
sentation as to what sentence he vill ceceive. 

fhe Government will inferm the 


JOUN COYNE of (1) this Agrer 


OUN COYNE's activities with vespect to che case to 


guilty and the Jerome Mackev's Judo, Inc. case; 


od 


-he nature and extent of JOHN COYNE's cooperation with the 


‘ent; and (4) all other information in its possession 


relevant to sentence, 


6. Provided tliat JOHN COYNE c ia ith 117 


terms of this Agreement, the Government shall avt pro 


connection with any other eriwes which he has ¢ 


7. In the event that JOHN COYNE violates any of the 


terms of the Agreement, the Government will be free to prosecute 


JOHN COYNE with regard to aay and ali violations of law 


nas evidence. 


Government Exh. 122 


New York, 
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Honorable Jack B. Weinstein : ; OU. 8. Dist, Court 
United States District Judge S. D. of N. Y. 
Eastern District of New York 2 
225 Cadman Plaza East 
Brooklyn, New York 11201] 
' 
Re: United States v. Jerome Mackey 
and William Nelson 
Docket No. 75 CR 468 


Dear Juc © Weinstein. le, } 


We want to take this Opportunity to make a 
recommendation to the Court in connection with che sen- 
tenc ng cf Jerome Mackey and William Nelson, defendants 
in tne above captioned case. 


As you are well aware, it is the general policy - 
of this cffice not to make recommendations concerning . 
sentencing. However, we feel that in major consumer fraud re 
cases tnere are special factors present which warrant 
different treatment, and that it ig appropriate in such 
@ special situaticn fer us to mike a recommendation con- 
cerning sentencing. The especial factors present in these 
cases include: (i) the deliberate and carefuly planning 
and practice of fraud cn a widespread basis; (2) injury, 
impact ard inconvenience to a vast number of persons who 
become viccims of the Fraudulert scheme and who are not in 
@ position to protect themselves, and (3) en effort on the 
part of the defendants to conceal and cover up the fraudu- 
lent schene by making fajse excuses when chese persons make 
complaints about the matter. ABST he 


We feel that in light of these factors defendants 
who commit and engage in such major frauds should not be 
allowed to escape tie consequences of their criminal acts 
through a plea at the time of their sentencing for a sus- 
pended sentence based on a claim that it is their first 
criminal offense, even when ‘coupled with an offer to make 
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restitution. It is our firm belief that deterrence of this 
kind of white collar crime will not be accomplished through 
the imposition of fines and a requirement of restitution 
alone. For the reasons stated herein, it is our policy in 
major consumer fraud cases to recommend that a sentence to 


a term of imprisonment be jmposed. . 


The instant case is in our view a major fraud case < 
falling within the above-stated policy. The defendants Bie 5 
defrauded a large number of their distributors out of thousands ~ * 
of dollars. The evidence that evolved at the trial showed : 
that the defendants agreed to carry out a well planned 
fraudulent scheme in which Jerome Mackey, the president of 
Mackey Distributors and William Nelson to a lesser extent 
would be insulated by Richard Taylor. There was ample 
evidence at the trial by victims of the fraudulent scheme | 
as to their considerable financial loss, and the frustration 
and sorrow that they experienced. Furthermore, after the 
scheme to obtain the monies ky fraudulent pretenses had ~ 
terminated, the defendants attempted to conceal the fraudu- 
lent scheme by s\aking false statements to victimized distri- — 
butors as well as to the Nassau District Attorney. 


Accordingly, fo. the above-staced reasons, we res~ 
pectfully recommend that the defendants Jerome Mackey and 
William Nelson be sentenced to a term of imprisonment and 
incarcerated tor an appropriate pericd of time. 


Respectfully yours, 


ee 


ar ei 


United States Attorney tim 
Eastern District of New York | 


. 


ites 
Marvin Wolf, Esq- 

1 Ole Country Road 

Carle Place, ew York 11514 


David NeCarthy, ©5q- , 
1527 Franklin Avenue Suite 310 
Mineola, New York 11501 
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MAHVIN H. WOLF 
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Honorable Jack B. Weinstein 
Judge of the U.S. District Court 
Eastern District of New York 
225 Cadman Plaza East 

Brooklyn, New York 11201 
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Re: U.S.A. vs. Jerome Mackéy - 
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Dear Honorable Sir: 


fr 
. 


Terral, 


I am writing this letter to request an adjournment of 
the sentence in the above-entitled matter, even though as of thig 
date, no sentence date has been set. o's ‘ 


4 
& . 
we 


TY 


Tele 


I am writing this letter as a result of a telephone 
conversation that I had with Ike Sorkin, Esq,, an Assistant United 
States Attorney for the Southern District of New York. Mr. Sorkin. 
advised me that Mr. Mackey is an extremely important major witness 
in an indictment he is prosecuting in the Southern District Court 
of New York, before Judge Weinfeld. He advised me that Mr. Mackey 
has already cooperated extensively with the United States Attorney's 
Office and is continuing to do so. He suggested that in the 
interests of justice that I request that the sentence of Mr. Mackey 
be postponed so that the Court could have before it all of the 
pertinent information on behalf of Mr. Mackey including his coopera- 
tion with the U.S. Government, which will be made available to 

the Court by Mr. Sorkin. ; 
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Mr. Sorkin said that he anticipates the trial ta be 
finished by the first week in January, 1976 and that I should 
request an adjournment of the sentence until perhaps some time 
around January 15, 1976. oh P 


Mr. Sorkin advised me that he had spoken to Mr. Friedman, 
the United States Attorney who prosecuted the Muckey case before 
Your Honor and that Mr. Fricdinan had said that he would not objec 
to the adjournment under the circumstances. , i 
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Mr. Sorkin is also aware of the letter written to oh 
- by Mr. Trager. I, therefore, respectfully request that the date. 
to be set for Mr. Mackey's sentence be set on or abort January 15, 
1976 so that the interests of justice for all parties may be 
served, 
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Bare? eee - Very truly yours, 
° ee aitn. e 


# GROMAN, WOLF & ROSS, P. c. 


AQV 16 1975 yn~ nN. wolf 


THEAM.. eevee Marvin H. Wolf 


PI noveseseotee 


% . is o% a 


ev. 


MHW/j1 
File 1541 
Harold Friedman, Esq. 
Assistant United States Attorney 
David McCarthy, Esq. 
Ike Sorkin, Esq. 
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EXHIBIT 
U. S. Dist. Court 
S. D. of N.Y. 


JEROME MACKEY'S JUDO, INC. 
139 East 5é4.: Cicveet 
New York, New York 10022 


duly , 1972 


Mr. Harry ®--dley 
132 West vay 
New Yor Nc.. York 10013 


Dear Mr. Bradi-. 


This will confirm our understanding that Jerome Mackey's Judo, Inc. 
("Macks)'") will acquire ali of the capital stock of Telephone Sales and Service Co., 
Inc., Tele-Tapes Music Leasing Corp., and Telephone and Sound Sales, Inc. (collect- 
ively, “Telephone") on the following terms and conditions: 


1. Mackey will issue in exchange for all of the issued and out- 
standing capital stock of Telephone 125,000 shares of Mackey common stock with a 
contingent adjustment of said shares based on profits during 5 years not to exceed an 
additional 75,000 shares. 


2. 10,000 of the aforer-entioned shares will be placed in escrow 
to be held in escrow fora period of 2 years to protect Mackey against any misrepre- 
sentations of the warranties contained in the definitive Purchase Agreement . 


3. Mackey and you will enter into a five-yea> employment con- 
tract containing mutually satisfactory terms and conditions. 


4. A definitive agreement will be expeditiously prepared by counsel 
for Mackey, which agreement will be subject to your approval and the approval of the 
Board of Directors of Mackey. This agreement will contain mutually satisfactory pro- 
visions common to cn acauisition agree.nent including registration rignts, the increase 
in number of shares dependent on market price, and other terms set forth in the docu- 
ment dated July 11, 1972 marked Exhibit "A". 


It is understood thet the aforementioned terms and sondirions are only cn — 


é 
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expression of the mutual intent of the parties and should by no means !)» considered 
binding on the parties. 


Very truly yours, 


JEROME MACKEY'S JUDO, INC. 


ms nabs ae 
. Mh at: 


Jerome Mackey 


ACCEPTED AND AGREED TO. ‘ ? 


Harry Bradley 


353a Defendan+ Corr Exh. R 


EXHIBIT "A" 


1. Immediate payment of loans outstanding from Telephone to Harry 
Bredley. 


2. Release of Harry Bradley as guarantor on bank loans and loans from 
Telephone Pension Trust. 


3. Continuation of present Pension Plan of Telephone Sales. 


4. Continuation of present or equivalent group medical and life insurance 
for Telephone employees. 


5. Employment contracts for certain key employees. 
6. Stock option plan for key employees. 


7. Payment of legal fees incurred by Telephone o..d/or Harry Bradley re- 
lating to the transaction. 


8. Agreement between J. Corr and Mackey or Telephone concerning his 
services. 


‘9. Posi*ion on Board of Directors. 


Dated: July 11, 1972 


ViEr RINUAINE 
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U. S. DIST. COURT 
S. D. OF N. Y. 
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SECURITIES AND EXCHANGE COMMISSION 


WASHINGTON, D. C. 20549 


WaC'D et | @.¢. 
FOR REGISTRATION OF CERTAIN CLASSES OF 


GcT 2u 1972 
SECURITIES PURSUA'T TO SECTION 12¢g) OF THE 


(Pee Received) 
SECURITIES EXCHANGE ACT OF 1934 


JERUME MACKYEY'S JUPO,. INC. 


CExact hane or : 


KERZ-STTERT Aas specizsied in its 


New York 


, : ar cae 
State of incorporation employer 


Identification Muster 


139 East S6th Streee, 


Securities to be Registered Pursuant to 
Section 12(¢) of the Act 


Common Stock, $.01 Par Value 


Defendant Corr Exh. BB 
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ITEM 1. CAPITA’. STOCK TO BE REGISTERED. 


The "Description of Common Stock" contained in the 


Registrant's Registration Statement (Commission File Number 


2-35806) dated August 16, 1971 is hereby incorporated by 


reference. 
ITEM 2. DEBT SECURITIES iv BE REGISTERED. 
Not Applicable. a 
ITEM 3. OTHER SECURITIES TO BE REGISTERED. . 
Not Applicable. 
ITEM 4, EXHIBITS. 


1.1. Specimen copies of the Comnon Stock. 


Pursuént to the requirements of Section 12 of the 
Securities Exchange Act of 1934, the Registrant has duly caused 
this registration statement to be signed on its behalf by the 
undersigned duly authorized. 


Po 


JEROME MACKEY'S a INC. 
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DESCRIPTION OF CAPITAL STOCK 


The only class of capital stock of the Company is the Common Stak (par alee $01 per share), 
Of which the Company is authnriszed to ise 5.000.000 shares. Each share emities ts holder to one 
vote for diuectors sid on nil other mutters Stockholders are ort entitled to CurTUadve rote” trrehts 
the election of c-rectors Therefore, hulders of more than 50S of the shares veaing for the election of 
directors co clect 191s of the drrevtors, and, in such event, the holders of the temaimng tess than Suse 
of he whures voting for the election of directors will not be able to elect any petson oF persone to the 
Board of D.vectors 


Stochholders will share equally in divislends, wnich are payable when and as declared by the Board 
of Directors out uf funds legally avaiable therefor Hulders of the Common Stock have no preempt-ve 
Or subscription rights to sulseriie for additional securities which may be issued by the Company. 
Upon Iejuidasion, all hoiters of Common Stork are entitled to participste equally im the assets of the 
Company .1 sila! le tor teil ution to stochho'ders. All of the shares of Conznon Stock now sutstanding. 
are fully paid and non-assessable and all shares ofiered hereby will, when issued, be fully paid and 


non-assessaLle. 


The foregoing sur-mary concerning the Common Stock of the Company does not purport to be 
complete. Kefererce 1s mide to the Company's Cerufieace of Incorporation as amended and the By-Laws 
as well as the applicable statutes of the State of New York for a complete desctiption concerning rights 
and liabilities of holders of the Company s Common Stock. 


The By-Laws of the Compiny provice that the annual meeting of stockholders 1s to be heid on 
the second Tuesday ef April in each year at the Company's prinapal offnee. 


The Franilin Natioral Bank is the Transfer Agent for the Common Stock of the Company 


Upon completion of tie Offering made by this Prospectus, the Company intends to furnish to its 
shareholders annual reports of us operation, contamung certuhed finaneal statements 


‘ 
f, 4 
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Defendant Corr Exh.DF 
dicated to the Commission’s staff that there had not heen 
any UNuUSLa! Corporate cavelopments Or public announce? 
MCHANGE & S< ments io justify the price rise in Mackey stock. 
10379/ August 34, 
YVitLiTY HOLDING COMPANY ACT OF 1935 It appears that the public float in the stock, the number 
16972/ August 39, 1973 of shares available for public tracing, ts approximateiy 
i 250,039 shares of which approximately 150,000 shore 
or €0.4, of sucn float may be controted direct 
directly by one person. It is possible the 


Moc ’s $*90% may ke elect to 


In view of the foregoing, the Coramission’s sta 

closely monitor markei activity in securities 
This rel 2 amends Rule 5-02-1 as ii ) 2 dis- to assure compliance with the Federal s 
closure of comsensating L=lances to clefer for sixt 


the czte afier which discicsur2 will be required on The Commission cautions broker-dealers, shareholders and 
interim beiance sheets while the Commiss.on continues to Prospective purchasers that they should consider carefully 
onsiter commerts rece'ved On propcseti Ct2NGes In rules Oresoing infur wtiGN zlong with gi Other currenity 


BNG Guicerrs; for comcens j Ozlances DY le information aa iv 


yd To, ahead 


et ae 


Dsecquently 
12 COMPpAaNy 
he text of the amended ruie follows: [charce is italiciz2d] 
Furth»rmore, brokers and dealers should be alert to the 
Ruie 502.7. Czsh and c2s items. fact that pursuant to Rul2 15c2-11 under the Exchance 
Act, no quotation may be entered, trades consummated 
State separaizly (3) c2s4 ona hand and demand ceposits, of orcers soncited unless and until they have strictly com- 
) funds sudject to repayment on call of immediaieziy plied with ail of the provisions of said rule. If any broker 
fter tne date of the balance chest required to be filed: or Gealer has any question as to whether or not he has 
c) time Ceposits; and (da) other funds, the amounts of complied with said rule, he should not enter any quota- 
hich are Keown to be subject to withdrawai or usage tron or engage in any transaction, but immediately con- 
esir:ct:ons, e.g., as Compensaiing Saiances or special : tact tn2 staff of the Securities and Exchange Commission, 
bose funds. The generai terms and n3.ure cf such repe Division of Enforcement in Washington, D.C. If any brok 
ant provinnons and vathorawal or usage restrictions shal er or dealer ts uncertain a5 to what 1s required by Rule 
De Cescribed in 3 note reierred to herein. Funds subd;2ct 15c2-i1, he should refrain from entering quotations or 
© withdrawal or usace restrictions shail rot be included engaging in other activity relat.ng to the securities in 
MCer ths caption unless; they are re2sonabiy expected to question unt'l such tine cs he has farniliarized himself 
ecome azcilabdie for current cperain len one year with sa rul2 and is cortain that all of its provisions have’ 
he regusrerrent of this paracrec Hatngiod sure en met. If any broker or Cealer enters any quotation 
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357a | Defendant Corr Exh. EH 
Janes Corr III 
Summary of Gain or Loss in 
Jerone Mackey Judo, Inc. Stock and Franchises 


l of 6 pages 


strent in Capital Stock: 


Loss On Remaining Position (Worthless) 
1972 Purchases: Schedule on pages 


and 3 ; $( 207,311) 
Purchases - Schedule on page 4 40, 332) 


3 Purchases Assumed ~ Schedule on 
pages 5 and 6 _( 699, 904) 


Total Cost of Capital Stock as of June 30, 1973 ( 947,547) 


Net Profit on Stock Sold to June 30, 1973 ee RY, 


Net Loss in Capital Stock 895,560) 


Investment in Jerome Mackey Judo School Franchises: 


In Corporations which held franchises as of 
June 30, 1973 ( 117,241) 


Corporate obligations personally assumed 
June 30, 1973 
to date ak 92 226) 
(_209, 467) 


58a 


James Corr III Defendant Corr Exh. EH 
Summary of Purchase and (Sale) of 


Jerome Mackey Judo, Inc. Stock 
2 of 6 pages 


Settlement Number of Cost or 
— aa _Shares _ (Sales Price) 


Sterling 12/13/71 1,100 2,976 
" 12/20/71 ( 1,100) 730) 
Hine & Co. 12/14/71 500 560 


Fingerhut 2 /72 100 , 728 
Private Purchase 3/N6/7 500 3,546 
Sterling 3/07/72 800) ( 700) 
Fingerhut 3/06/72 1,000) . 092) 
” 3/07/72 700) 056) 
3/08/72 800) 857) 

3/10/72 209) 207) 


Fingerhut 4/07 . 500 ,622 
. 4/10 500 
4/10 700 
4/24 000) 

4/2 700) 

Sterling {25 400 


Sterling /04 200 
. »/12 700 
Private Sale 5/15 900 
Fingerhut ) , 200 
¥ 200 
000 


) 
) 
) 
) 


800 
000) 
4,300) 
200 
000 


500 
090 
, 800 
, 000 


500) 

009) 

00090) 
,000 
3,000 


_(_ 1,000) 


Sub Totals 129,100 


359a Defendant Cor: Exh. EH 


James Corr III 
Summary of Purchase and (Sale) of 
Jerome Mackey Judo, Inc. Stock 
3 of 6 pages 


Settlement Number of Cost or 


___Date Shares _ (Sales Price) 


Post-Split Position ( 144,911) 


Hal 9/27 1,000) 14,387) 
Sterling 9/29 2,400 35,335 
Private Purchase 9/27 1,000 14,250 

" © 9/25 500 7,169 


Raymond James 10/10 2,000) 28,644) 
¥s 4 10/10 5,000) 73,093) 


Sterling 10/17 6,600 95,354 
Dominick 10/17 6,000 89,256 
Morgan 10/18 ( 3,000) 38, 888) 

” 10/20 ( 10,000) 129,625) 


Morgan 10/25 2,500) 32,406) 
Maraolis 10/31 3,000 42,000 


11/02 1,000) 


12/07/72 6,500 51,061 
12/07/72 ( 3,000) ( 19,746) 


Unrestricted Position 6,700 51,061 


Restricted Position 250,000 156,250 


Total Position 256,700 207,311 


Net Gain on Sales ( 51,987) 


360 Defendant Corr Exh. EH 


James Corr III 
Sy mary of Purchase and (Sale) of 
.'erome Mackey Judo, Inc. Stock 
4 of 6 pages 


Settlement Number of 
Broker __Date Shares Cost 
Raymond James 1/22/73 3,608 
3 : 1/19/73 42,276 
3/05/73 (325250) 


4/13/73 1,898 
4/25/73 ___3, 800 


40, 332 


361 Defendant Corr Exh. EH 
James Corr III 
Summary of Purchase and (Sale) of 
Jerome Mackey Judo, Inc. Stock 


5 of 6 pages 


Settlement Number of 
Broker Date Shares _ Cost 
Reynolds Cohen 12/29/72 3,000 20,669 
Ventura 1/12/73 300 1,368 
Ventura 1/15/73 500 3,500 
Ray. James Van Ess 1/17/73 1,800 10,270 
Ventura 1/12/73 1,700 7,759 
Van Ess 1/12/73 2,400 12,557 
Be rman 1/19/73 1,100 6,329 
Van Ess 1/19/73 800 4,404 
Ray. James Ventura 1/25/79 6,100 31,426 
Van Ess 1/25/7 
Berman 1/31/73 3,900 22,aa7 
Berman i/3i/73 600 3,010 
Berman 2/02/73 i, 000 4,923 
Ventura 2/02/73 1,000 5,530 
Ventura 2/12/73 400 2.470 
Ventura 2/13/73 1,500 9,409 
Berman 2/12/73 1,900 9,294 
Ventura 2/16/73 400 1,809 
Venturu 2/19/73 600 3,842 
Ventura 2/27/73 1,500 9,370 
Ventura 3/01/73 1,1C0 6,450 
Ventura 3/01/73 2,200 13,474 
Ventura 3/03/73 3,000 20,030 
Cohen 3/12/73 3,100 18,080 
Ventura 3/12/73 4,600 25,082 
Cohen 3/14/73 500 3,042 
Cohen 3/16/73 3, ie 29,417 
Ventura 3/16/73 2,000 
Cohen 3/21/73 2,500 15,009 
Cohen 3/29/73 6,700 27,052 
Cohen 3/30/73 7,000 39,802 
Van Ess 3/30/73 2,500 _14,049 
to nex’ page 69,000 392,054 


362a Defenefant Corr Exh. 


James Corr III 
Summary of Purchases and (Sale) of 
Jerome Mackey Judo, Inc. Stock 


Settlement 
Date 


Cohen 
Cohen 
Van Ess 
Van Ess 
Van Ess 
Cohen 
Cohen 
Van Ess 
Cohen 
Ventura 
Ventura 
Cohen 
Ventura 
Cohen 
Van Ess 
Van Ess 
Cohen 
Van Ess 


4/02/73 
4/19/73 
4/23/73 
4/24/73 
4/26/73 
5/03/73 
5/09/73 
§/11/73 
5/11/73 
S/iis 73 
5/17/73 
5/16/73 
5/17/73 
5/17/73 
5/18/73 
5/31/73 
6/01/73 
6/01/73 
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364a Judgement - 75 Cr. 1059 ' 
a SSS SO “a<GkeeK RE Ce 


~—— oo 


by == SE ew YORK 


— ae Se ae ee ae ee ee oe a oe os oe on ad 
‘ 


cocmrr mo. jae_75 CRIM 1059 (EW) 


In the prevence of Une attorney for the government 


” oayv ¥ 
the defendant appeared in person on thrs date | MARCH 5.1976 | 


J WITHOUT COUNSEL Hwwever (he Court atvhed datemdent of right te counsel snd shed whether éalendeni sowed 
Newt cowmnel appuinted by the wnat ond the Gelendent thereupon waived suaistance of net 


2X) with courses «_ MICHAEL LESCH, ESQ. _ 


LJ GUILTY, and ihe court being satisfied that L_JNOLOCONTENDERE, JOO wor Gunry 
there is a factual baws for the ples, 


L—J NOT GUILTY. Defendant 1 discharged 
XX Guiry 


Defendant has been convicted 4s charged of the offeme(s) of unlawfully, 


wilfully end knowing ly 
eh f to oath, ere | false material declarations before a Grand Jury 
“(Title 18, $1623, Unit States Code). As charged in count L 


Unlawfully, wilfully end knowingly making false, fictitious and 
fraudulent statements and representations to the S.E.C, 


( teas 18, §1001, United States Code). As charged in counts 2 4-6-7-9-1/ 


There bewng ¢ MRE verdict of 


Towing weap ee 
= 


“yo 


The court mhed whether defendant had anything 10 wey wiry hedgment should not be 
SH WhOwN, OF appeared to the cowl, the court edjudgrd the delendant guilty as 
hereby Committed to the custody of the Attorney Gener al o- bes ew thorived representative for pr munmem for s pered of 

OWE HALF(2 1/2) YEARS on each of counts 1,2,4,6,7,9,10,11,12 to mm 
concurrently with each other and concurrent with sentence imposed this 
date on Indictment # 75 Crim 803. 
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TORAL . 
-OITIONS. th anion to the wrecial Condition: of Probation imposed sbow, ts Nerety ordered tha: We genera (ond dram of Or. DELON ve! Ou! oF Me 
oF rewarte side of this judgment be impowd The Court may change the conditions of probation, reduce O: extend the pened of probsuen 4:4 4 
’ any time Curing the probation period or within 4 (Ramm probe! 


on permed of five years Permitted By law, may Mowe & warrant am 
7_An08 TP obs won hot 4 raheem occumiing ducing the probation period . 


snes 
Dib courtordertcomy nent to the Custody of the Attorney Geng. . 


! and recommends, 


1th Ordered that the Clore deirwer 
* certified Copy of th, edgrment 
“206 (Geiitnags 10 the US 


shai oF ghar ensbitag ofteee 


N 202 Affidavit ot Personal Service of Paners LUTZ APPELLATE PRINTERS, INC 


UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


Si Index No 
NLL EL SLA.ES OF AMERICA, 


Pla TL Opp 


- Q@gainst - Affidavit of Personal Service 


JAMES L, i f o 


STATE OF NEW YORK. COUN TY OF NEW YORK 


l, Jamer A, Steele, being duly sworn 
depose and sa) deponent is not a Party to the action. is over 18 vears of age and resides at 
310 West 146th Street, New York, New York 
. the ( ; P i ; \ 
ee a 9to ow of rune 'S6 ™ 1) 275 Madison Avenue, New York, New York 
2) 1 8t. 5 Plaza, New York, New York 
deponent served the annexed A ndix Beef upon 


1) Joan Goldberg 
2) Ira lee Sorkin Assistant U.8. Attorney 
the Attorneys in this action by delivering a true copy thereof to said individual 


personally. Deponent knew the person so served to be <he person mentioned and dex ribed in said 


Papers as the herein 


“worn to hefore me. this 


uav of June 


=] 


f pe . 
~ oe : “a r 
4 /, f Av sf ,? A . ¢ f 
a Lu ‘xo/ + w_ilhan$Lhath a a. a 
“ 4 


JAMES A, STEELE 


ROBERT T. BRIN 
NOTARY | UBL'C, Sta’e of New York 
No. 31 0418950 


Qual ed m few ork . oun'y 
Con tp March oJ. 1977 


